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KHAi-WiA MUNICIPALITY 


FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 
GENERAL INFORMATION 

NATURE OF BUSINESS 

Khai-Ma Municipality is a local municipality performing the funclsons as sot oul in itie Constitution. {Act no 105 of 
199GJ 

COUNTRY OF ORIGIN AND LEGAL FORM 

South African Category B Municipality {Local Municipality) as defined by (he Municipal Structures Act. (Acl no 117 

of msi 

JURISDICTION 

The KJial-Ma Municipality includes Uie areas c?r Pofadder. Aggeneys, Poila, Withank am! Onseepkans 

MUNICIPAL MANAGER 

0j Isaacs 

CHIEF FINANCIAL OFFICER 

PJ van der Me/we 

REGISTERED OFFICE 

P.O, Box 10B 

Pofadder 

8690 

AUDITORS 

The Auditor- General 
Private Rag X9Q13 
Kimberley 
8380 

PRINCIPLE BANKERS 

The Standard Banls of S.A, Lid 

ATTORNEYS 

Van dcf Merwe/Miller Ing. 
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RELEVANT legislation 

Municipal Finance Management Act (Act no 56 of 2003) 
Division of Revenue Act 
The Income Tax Act 
Value Added Tax Acl 

Municipal Structures Act (Act no 117 of 1993) 

Municipal Systems Act (Act no 32 of 2000) 

Municipal Planning and Performance Management Regulations 
Water Services Ac| (Acl no 103 of 1937) 

Mousing Acl (Act no 107 oF 1937) 

Municipal Properly Rates Act (Act no 6 of 2304) 

Electrify Act (Act no 41 of 1937) 

Skills Development Levies Act (Act no 3 or 1933) 

Employment Equity Acl (Act no 55 Of 1933) 

Unemptoymenl Insurance Act (Act no 30 of 1966) 

Basic Conditions ol Employment Act (Act no 75 of 1397) 

Supply Chain Management Regulations, 2005 

Collective Agreements 

Infrastructure Grants 

SALBC Leave Regulations 

Municipal Budget and Reporting Regulations 

MEMBERS OF THE MUNICIPALITY 
WARD 

1 
1 

2 
2 

3 

4 
4 

Proportional 
Proportional 
Proportional 
Proportional 
Proportional 


COUNCILLOR 

AJ Josop (Mayor) 

A Root (appointed 19/06/2016) 

HJ Raman 

E Cloete (appointed 10/00/2016) 

PA van Hemden (New elected Mayor 19/06/2016} 
ST Basson 

S Quincy (appointed 19/03/2016) 

Lh van Root (resigned 29/01/20f6) 

S Brandt (appoinlcd 19/06/2016) 

SM Magerman 

L van Wyk (appointed 1 9/08/2016) 

S April 
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KHAI-MA MUNICIPALITY 

APPROVAL OF FINANCIAL STATEMENTS 


I am responsible for the preparation of Ihese annual financial statements year ended 30 
June 2016, which are set out on pages 5 to 89 in terms of Section 126 {1) or the Municipal 
Finance Management Act and which 1 have signed on behalf of the Municipality . The annual 
financial statements have been prepared in accordance with GRAP. 

f acknowledge that I am ultimately responsible for the system of internal financial control and 
that the system of internal control provides reasonable assurance that the financial records 
can be relied on. 

I have reviewed I he Municipality's cash flow forecast for the year to 30 June 2016 and am 
satisfied that the Municipality can continue in operational existence for the foreseeable 
future* 

The external auditors are responsible for independent reviewing and reporting on Ihe 
Municipality's financial statements. 

I certify that the remuneration of Councillors and in-kind benefits are within the upper limils 
of Ihe framework envisaged in Section 219 of the Constitution, read wilh Ihe Remuneration 
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KHAI-MA MUNICIPALITY 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2016 


NET ASSETS AND LIABILITIES 


Notes 2016 

H 


2015 

R 


Net Assets 

Housing Development Fund 
Revaluation Reserve? 

Accumulated Surplus/f Deficit) 

Non- Current Liabilities 

Long-term Liabilities 
Non-currcnt Provisions 
Non-current Employee Ben elite 

Current Liabilities 

Consumer Deposits 

Current Employee Benefits 

Payables Tram exchange transactions 

Unspent Conditional Government Grams and Receipts 

Current Portion of Long-term Liabilities 

Total Net Assets and Liabilities 
ASSETS 

Non-Current Assets 

Properly, Plant and Equipment 
Investment Property 
Intangible Assets 

Current Assets 

inventory 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Taxes 

Cash and Cash Equivalents 

Total Assets 


36 907 507 91 841 595 


2 

16 155 

16 155 

2 

29 335 480 

29 969 903 


57 055 873 

61 855 537 


10 669 350 

8 177 566 

3 


- 

4 

5 196 702 

3 341 830 

5 

5 492 649 

4 335 757 


22 408 386 

18 070 305 

6 

95 542 

86 536 

7 

1 647 802 

1 335 685 

8 

16 554 274 

12 629 453 

9 

4 170 767 

4 008 038 

3 

- 

10 544 





120 065 243 

118089 486 



113 780 212 

110 827 722 

12 

112 274 356 

109 143 165 

13 

1 400 696 

1 524 888 

14 

104 960 

159 669 


6 285 031 

7 261 764 

15 

456 198 

572 546 

16 

1 445 037 

1 738 878 

17 

517 868 

1 948 777 

10.3 

2 335 380 

2211 192 

19.1 

1 530 543 

790 370 


120 065 243 118 089 466 
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KHA1-MA MUNICIPALITY 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 201G 


REVENUE 

Revenue front Non-exchange Transactions 
Taxation Revenue 
Property Rates 
Transfer Revenue 

Government Grants end Subsidies - Capital 
Government Grants and Subsidies - Operating 

Other Revenue 

Fines 

Actuarial Gains 
Other 

Revenue from Exchange Transactions 

Service Charges 

Rental of Facilities and Equipment 
Interest Earned - external investments 
interest Earned - outslanding receivables 
Licences and Permits 
rncome for Agency Services 
Other Income 

Total Revenue 

EXPENDITURE 

Employee related costs 
Remuneration of Councillors 
Debt Impairment 
Depreciation and Amortisation 
Actuarial Losses 
Finance Costs 
Bulk Purchases 
Contracted Services 
Grants and Subsidies Paid 
General Expenses 

Total Expenditure 

Operating Surplus for the Year 

Gains/(Loss) on Sate of Assets 
(Impairment loss^/Reversal of impairment loss 

NET SUR P LUS/(DE FlGfT) FOR THE YEAR 


Notes 

2015 

2015 


R 

R 


27 735 976 

39 610 398 


3 203 758 

3 000 272 

20 


3 203 758 


3 000 272 


24 050 871 

35 267 743 

21 


6 004 193 


15 571 249 

21 


18 046 478 


19 696 494 


4B1 547 

1 342 383 



23 755 


2 800 

5 


14 584 


652 251 

25 


443 208 


687 332 


IB 635 731 

15 449 223 

22 

16 157 230 

13 866 379 


150 619 

175 014 

23 

312 840 

182 655 

24 

1 594 133 

857 968 


34 911 

22 461 


193 249 

163672 

25 

192 744 

181 074 


46 371 708 

55 D59 621 

26 

(12 613 646) 

(11 769056) 

27 

(2 041 639) 

{2 063 376) 

28 

(7 695 564) 

(7 336 829) 

29 

(3 014 179) 

(2 524 200) 

5 

(147 852) 

- 

30 

(1 353 561) 

(1 266 212) 

31 

(10 1 33 215) 

(8998 924) 


(20 470) 

(278 948) 


(507 569) 

(359 400) 

32 

(13 648 917) 

(9 527 062) 


(51 176 632) 

(44 126 006) 


(4 804 924) 

10 933 615 

33 

(129 164) 

92 521 

34 

- 

(900) 


(4 934 0B8) 

11 025 236 


I’ 


KWAI-MA MUNICIPALITY 


STATEMENT GF CHANGES (N NET ASSETS FOR THE YEAR ENdED 30 JUNE 201B 



IT □‘using 
□4iuL L lgj;inanl 
Fund 

ftgvflluBdlon: 

Rosorva 

Accumulated 

Surplus^ 

[DeIHsII] 

Total 


ft 

ft 

ft 

R 

Balance -Hi 1 July 2014 

16 155 

311 195 JO? 

5(1 464 969 

69 676 525 

CorrKtlon o( Error - Not? 35.4 

' 

' 

130 334 

139634 

Restalcrt balon-cc 

10 155 

30 105 40? 

50 W 4 ao? 

60616 359 

Nor SwplusMGeTsaiHof Ihe year 

- 

- 

IT 035 336 

!I0?5?36 

Net Strrplu5^£>Bi^clL|i [w aviausly nefiailed 
FriKaiS Ol Corrurtlign gF Errors - Ncq& 35 5 

- 

- 

1 1 355 966 
(330 752} 

11 353 96S ' 
(3SD 757) i 

OffSCHina dcprCoAlitm 

- 

{22S490) 

225 4-93< 

- 

Rl'!H nicul Ijitl.iNCL' AC 3D Junn 2015 

1BU5 

39 969 903 

61 655 SJT 

91 641 695 

Nel Surp!osf(Ueftcil| (or ire year 

C#fsntir^ ■::■! dgpwrjuiUMt 

- 

1134 423) 

(4 934 030) 
134*23 

{4 934 066} 

Balanco at 3D Juirc 20 1 6 

16155 

29 B354B0 

5? 055612 

66 907 507 
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KHAE-MA MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2016 



Notes 

2016 

R 

2015 

R 

CASH FLOW FROM OPERATING ACTIVITIES 

Cash receipts 

Taxation 


4 207 616 

1 561 320 

Service Charges 


10 776 697 

8 958 521 

Government - Operating 


15 025 401 

14 364 675 

Government - Capital 


9 188 000 

15 571 249 

Interest 


312 640 

182 655 

Other Revenue 


1 038 486 

1 232 353 

Cash payments 

Employee costs 


(14 257 151) 

(13 261 172) 

Suppliers 


(20 393 201) 

(17 456 608) 

Finance costs 


(626 420) 

(563119) 


Net Cash from Operating Activities 

CASH FLOW FROM INVESTING ACTIVITIES 

36 5 272 269 

10 610 073 

Purchase of Property, Plant and Equipment 

(4 511 730) 

(17 619402) 

Purchase of Intangible Assets 

(18 780) 

(6 240) 

Net Cash from Investing Activities 

(4 530 510) 

(17 625 642) 


CASH FLOW FROM FINANCING ACTIVITIES 


Borrowing - Long term/Refinancing 

Repayment of Borrowing (10 544) (23 450) 

Increase/* Decrease) In Consumer Deposits 8 956 9 176 


Net Cash from Financing Activities 


{1 587) 

(14 274) 

NET INCREASE/* DECREASE) IN CASH AND CASH 
EQUIVALENTS 


740 1 72 

(7 029 843) 

Cash and Cash Equivalents at the beginning of (he year 

Cash and Cash Equivalents at the end of the year 

37 

790 370 

1 530 543 

7 820 213 
790 370 

NET INCREASEZ(DECREASE) IN CASH AND CASH 
EQUIVALENTS 


740 173 

(7 029 843) 
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KHAhMA MUNICIPALITY 

STATEMENT Of COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL POSITION AT 3D JUNE 2016 
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KHAI-MA WUNICIPALin 

5TATEMEWT OF COMPARISON OP BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL PERFORMANCE FOR THE TEAR ENDED ID JUNE ZD 1 & 
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KHAJ-MA MUNICIPALITY 

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 201 & 


* 9 „ 

f .E ^ 

K “ 

U 1 


5 i 

up- 

c I 

«t 2 

O 

P4 

o 


m 

EP 


M) 


"m 

E 

iZ 


c 

1 £ 

■ 

£ 

£ 

O 41 > 

° i I 

> 

s 1 

*t a. 


i m 



ic 3 


ic Ll 

(fl 


c _ 


75 1 | 


£ IS ’o 


^ 3 _L 

5 >* 


A 


m 

TJ 

^ e 

o " 

™ £ ■— - 

II 

3i| 

0j .1 

3 

3 5 E 


5 cn 
Q1 ^ 

o a 


iF 8S rf £ £ # 

V> QO V: -- cy 

K hi iri rt .t*- 


SS3 


sss 

to 


s- «y> 
o *- ^ 


O w K 'r id i 

SSSER 

*t in r*- od o i 

K 03 -iO 


Rl)n| 1% Q QQ 

5 S h ir S 5 

S ino! incoO 
■«t t- ir> co o 


S 8 S S g 

CP o T tD 

ov ■- « -rt ul 

ai n w r-- '- 

(e eft p> m 


3§r 

si* 

m & r* cd 


ig ^£> up 
<fli *T w 1 


g ^ 

05 *t 
CD -Tu 
id T* 

i ^ 


8 


Sg 

5? <=■ 

ip 4C 


:£• OO 


ES 


R 


8 


1 ' E 



a . 



RfpayflMflt of Borrowing (234 431) - (234 431) * - (234 4311 {10 544} -95.50% 

Nel Cash frorrL'tu&ad) Financing AclivSliea 33-2-10 (230 053) ■ (230 053) * - (230 OSfl) (1307) -99.31% 

NET INCREASEi'fDECREASE) IN CASH HELD 5 279 747 (2 992 300) 2 207 447 - 2 297 447 749 T72 -97.54% 

Cash and Cash Equivalents znibe year begin; 2997 293 (527 630) 2 359 953 - - 2 359 953 790 370 -66.50% 

Cash and Cash Equivalents ai Wifi year end: 9197 031 (3 519 930) 4 647 100 ■ ■ 4 647 1 00 1 530 542 -67.06% 


KHAFMA MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 


1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL 
STATEMENTS 

1.1. BASIS OF PREPARATION 

The annual financial statements have been prepared on an accrual basis of 
accounting and are in accordance with historical cost convention unless specified 
otherwise. 

The annual financial statements have been prepared in accordance with the 
Finance Management Act (MFMA) and effective Standards of Generally Recognised 
Accounting Practice (GRAP), including any interpretations and directives issued by 
the Accounting Standards Board in accordance with Section 122(3) of the Municipal 
Finance Management Act, (Act No 56 of 2003). 

Accounting policies for material transactions, events or conditions not covered by 
the GRAP reporting framework, have been developed in accordance with 
paragraphs B, 10 and 11 of GRAP 3 (Revised - March 2015) and the hierarchy 
approved in Directive 5 issued by the Accounting Standards Board. 

A summary of the significant accounting policies, which have been consistently 
applied except where an exemption or transitional provision has been granted, are 
disclosed below. 

Assets, liabilities, revenue and expenses have not been offset except when 
offsetting is permitted or required by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the 
previous year's financial statements, unless explicitly stated. The details of any 
changes in accounting policies are explained in the relevant notes to the Financial 
Statements. 

fn terms of Directive 7: “The Application of Deemed Cost on the Adoption of 
Standards of GRAP" issued by the Accounting Standards Board, the Municipality 
applied deemed cost to Property, Plant and Equipment, Investment Property and 
Intangible Assets where the acquisition cost of an asset could not be determined. 

1.2. PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at 
actual values. Financial values are rounded to the nearest one Rand, No foreign 
exchange transactions are included in the statements. 

1.3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 
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1.4. COMPARATIVE INFORMATION 

When the presentation or classification of items in the annual financial statements is 
amended, prior period comparative amounts are restated, unless a standard of 
GRAP does not require the restatements of comparative information. The nature 
and reason for the reclassification is disclosed. Where accounting errors have been 
identified in the current year, the correction is made retrospectively as far as is 
practicable, and the prior year comparatives are restated accordingly. Where there 
has been a change in accounting policy in the current year, the adjustment is made 
retrospectively as far as is practicable, and the prior year comparatives are restated 
accordingly. 

1.5. AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary 
based on the relevance of any such amendment to the format and presentation of 
the financial statements. The principal amendments to matters disclosed in the 
current financial statements include errors. 

1.6. MATERIALITY 

Material omissions or misstatements of items are material if they could, individually 
or collectively, influence the decision or assessments of users made on the basis of 
the financial statements. Materiality depends on the nature or size of the omission 
or misstatements judged in the surrounding circumstances. The nature or size of 
the information item, or a combination of both, could be the determining factor. 
Materiality is determined as 1% of total operating expenditure. This materiality is 
from management's perspective and does not corretate with the auditor's materiality. 

1.7. PRESENTATION OF BUDGET INFORMATION 

The presentation of budget information is prepared in accordance with GRAP 24 
and guidelines issued by National Treasury. The comparison of budget and actual 
amounts are disclosed as separate additional financial statements, namely 
Statements of comparison of budget and actual amounts. 

Budget information is presented on the accrual basis and is based on the same 
period as the actual amounts. The budget information is therefore on a comparable 
basis to the actual amounts. 

The comparable information includes the following: 

* the approved and final budget amounts: 

■ actual amounts and final budget amounts; 

Explanations for differences between the approved and final budget are included in 
the Notes to the Financial Statements. 

Explanations for material differences between (he final budget amounts and actual 
amounts are included the Notes to the Financial Statements. 


Page 13 



KHAI-MA MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 

The disclosure of comparative information in respect of the previous period is not 
required in terms of GRAP 24, 

1.8. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS 
ISSUED BUT NOT YET EFFECTIVE 

GRAP 18 Segment Reporting is effective from 1 April 2015. The implementation of 
GRAP 18 is delayed, in terms of Directive 5, for municipalities for the 2015^16 
financial year. 

The following GRAP standards have been issued but are not yet effective and have 
not been early adopted by the municipality: 


REFERENCE 

TOPIC 

EFFECTIVE 

DATE 

GRAP 20 
(Original - 
Jun 2011) 

Related Party Disclosure 

The? objective of this Standard is to ensure; trial a Municipality's 
financial statements contains the disclosures necessary to 
draw attention to the possibility lhal its financial position and 
surplus or deficit may have been affected by the existence of 
related parties and by transactions and oulstanding balances 
with such parties. 

The Municipality resolved to adopt the disclosure requirements 
as per GRAP 20. The information is therefore included in the 
financial statements. 

Unknown 

GRAP 32 

(Original - 
Aug 2013) 

Service Concession Arrangements: Grantor 

The objective of this Standard is to prescribe the accounting 
tor service concession arrangements by the grantor and a 
public entity. 

No significant impact expected as no such transactions or 
events are expected in the foreseeable future. 

Unknown 

GRAP 108 
(Original - 
Sept 2013) 

Statutory Receivables 

1 he objective? of this Standard is to prescribe accounting 
requirements for the recognition, measurement, presentation 
and disclosure or statutory receivables. 

The Municipality has revolved to adopt the principles as set out 
in GRAP 103 to formulate its own accounting policy. 

Unknown 

GRAP 109 

Accounting bv Principles and Agents 

The objective of this Standard is In oulline principles lo bo 
used by an entity to assess whether if is parly to a principal' 
agent arrangement, and whether il is a principal or an agent in 
undertaking transactions in terms of such an arrangement. 

No significant impact is expected as the Municipality's current 
treatment is already rn line with (he Standards treatment. 

Unknown 
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IGRAP 17 

Service Concession Arrangements where a arantor 


controls a significant residual interest in an Asset 


The Interpretation of Ihe Standards is io provrde guidance to 
the grantor where it has entered into a service concession 
arrangement, but only controls, through a significant residual 
interest in a service concession asset at the end of the 
arrangement, where the arrangement does not constitute a 
lease. 


No such transactions or events are expected in the 
foreseeable Future. 


These standards, amendments and interpretations will not have a significant impact 
on the Municipality once implemented, 

1.9. HOUSING DEVELOPMENT FUND 

The Housing Development Fund was established in terms of the Housing Act, 
(Act No 107 of 1997), Loans from national and provincial government used to 
finance housing selling schemes undertaken by the Municipality were 
extinguished on 1 April 1998 and transferred to a Housing Development Fund. 

Housing selling schemes both complete and in progress as at 1 April 1 993 were 
also transferred to the Housing Development Fund. In terms of the Housing Act, 
ail proceeds from housing developments, which include rental income and sales 
of houses, must be paid into the Housing Development Fund. Monies standing 
to the credit of the Housing Development Fund can be used only to finance 
housing developments within the municipal area subject to the approval of the 
Provincial MEC responsible for housing. 

1.10. RESERVES 

f . 10. 1. Capital Replacement Reserve (CRR) 

In order to finance the provision of infrastructure and other items of property, 
plant and equipment from internal sources, funds are transferred from the 
accumulated surplus I (deficit) to the CRR. The cash funds in the CRR can only 
be utilized for the purpose of purchasing/ construction of items of property, plant 
and equipment and may not be used for the maintenance of these items. The 
CRR is reduced and the accumulated surplus / (Deficit) are credited by a 
corresponding amount when the amounts in the CRR are utilized. 

f. 10.2. Revaluation Reserve 

The accounting for the Revaluation Reserve must be performed in accordance 
with the requirements of GRAP 17. 

Ail increases in the carrying value of assets as a result of a revaluation are 
credited against the reserve, except to the extent thal the Increase reverses a 
revaluation decrease of the same asset previously recognised rn the Statement 
of Financial Performance. 
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All decreases in ihe carrying value of assels as a resull of a revaluation are 
debited against the reserve to the extent of any credit balance existing in the 
revaluation surplus in respect of that asset. 

The revaluation reserve is realized as revaluated assets are depreciated, 
through a transfer from the Revaluation Reserve to the a ecu mutated surplus / 
(deficit). On disposal, the net revaluation surplus is transferred to the 
accumulated surplus f (deficit) while gains or losses on disposal, based on 
revaluated amounts,, are charged to the Statement of Financial Performance. 

1.1 1. LEASES 

If 1 . L Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and 
rewards associated with ownership of an asset are transferred to Ihe 
Municipality. Property, plant and equipment or intangible assets (excluding 
licensing agreements for such items as motion picture films, video recordings, 
plays, manuscripts, patents and copyrights) subject to finance lease 
agreements are Initially recognised at the lower of the asset's fair value and the 
present value of the minimum lease payments. The corresponding liabilities are 
initially recognised at the inception of the lease and are measured as the sum of 
the minimum lease payments due in terms of the lease agreement, discounted 
For the effect of interest. In discounting the lease payments, the Municipality 
uses the interest rate that exactly discounts the lease payments and 
unguaranteed residual value to the fair value of the asset plus any direct costs 
incurred. 

Subsequent to initial recognition, the leased assels are accounted for in 
accordance with the stated accounting policies applicable to property, plant and 
equipment, investment property or intangibles assets. The lease liability is 
reduced by the lease payments, which are allocated between the lease finance 
cost and the capital repayment using the effective interest rate method. Lease 
finance costs are expensed when incurred. The accounting policies relating to 
de-recognition of financial instruments are applied to lease payables, 

Operating leases are those leases that do not fall within the scope of the above 
definition. Operating lease rentals are recognised on a straight-tine basis over 
the term of the relevant lease. The difference between the straight-lined 
expenses and actual payments made will give rise to a liability. The 
Municipality recognises the aggregate benefit of incentives as a reduction of 
rental expense over the lease term, on a straight-line basis unless another 
systematic basis is representative of the lime pattern of the lessee's benefit 
from fhe use of the leased asset. 

1.11,2 , Municipality as Lessor 

Under a finance lease, the municipality recognises the tease payments to be 
received in terms of a lease agreement as an asset (receivable). The 
receivable is calculated as the sum of ali the minimum lease payments to be 
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received, plus any unguaranteed residual accruing to the municipality, 
discounted at the interest rate implicit in the lease. The receivable is reduced 
by the capital portion of the lease instalments received, with the interest portion 
being recognised as interest revenue on a time proportionate basis. The 
accounting policies relating to derecognition and impairment of financial 
instruments are applied to lease receivables. 

Operating leases are those leases that do not fall within the scope of the above 
definition. Operating lease rentals are recognised on a straight-line basis over 
the term of the relevant lease. The difference between the straight-fined 
revenue and actual payments received wifi give rise to an asset. The 
Municipality shall recognise the aggregate cost of incentives as a reduction of 
rental revenue over !he lease term, on a straight-tine basis unless another 
systematic basis is representative of the time pattern over which the benefit of 
the leases asset is diminished, 

1.12. BORROWING COST 

The Municipality recognises all borrowing costs as an expense in the period in 
which they are incurred 

1.13. UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Conditional government grants are subject to specific conditions. If these specific 
conditions are not met. the monies received are repayable. 

Unspent conditional grants are financial liabilities that are separately reflected on 
the Statement of Financial Position. They represent unspent government grants, 
subsidies and contributions from the public. 

This liability always has to be cash- backed. The fo I tewing provisions are Set for the 
creation and utilisation of this creditor: 

* Unspent conditional grants are recognised as a liability when the grant is 
received . 

* When grant conditions are met an amount equal to the conditions met are 
transferred to revenue in the Statement of Financial Performance, 

* The cash which backs up the creditor is invested until it is utilised. 

* Interest earned on the investment is treated in accordance with grant 
conditions. Ef it is payable to the funder it is recorded as part of the creditor. If it 
is the Municipality's interest it is recognised as interest earned in the Statement 
of Financial Performance. 

1.14. UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unpaid conditional grants are assets in terms of the Framework that are separately 
disclosed in the Statement of Financial Position. The asset is recognised when the 
Municipality has an enforceable right to receive the grant or if it is virtually certain 
that It will be received based on that grant conditions have been met. They 
represent unpaid government grants, subsidies and contributions from public. 
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The following provisions are set for the creation and utilisation of grant receivables: 

* Unpaid conditional grants are recognised as an asset when the grant is 
receivable, 

115, UNSPENT PUBLIC CONTRIBUTIONS 

Public contributions are subject to specific conditions. If these specific conditions 
are not met, the monies received are repayable. 

Unspent pubfic contributions are financial liabilities that are separately reflected on 
the Statement of Financial Position. They represent unspent contributions from the 
public. 

This liability always has to be cash -backed. The following provisions are set for the 
creation and utilisation of this creditor' 

* Unspent public contributions are recognised as a liability when the grant is 
received. 

* When grant conditions are met an amount equal to the conditions met are 
transferred to revenue in the Statement of Financial Performance. 

* The cash which backs up the creditor is invested as individual investment or 
part of the general investments of the municipality until it is utilised 

* Interest earned on the investment is treated in accordance with the public 
contribution conditions. If it is payable to the funder it is recorded as part of the 
creditor. If it is the municipality's interest it is recognised as interest earned in 
the Statement of Financial Performance, 

116. PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive 
obligation as a result of past events, it is probable that an outflow of resource 
embodying economic benefits or service potential will be required to settle the 
obligation and a reliable estimate of the provision can be made. Provisions are 
reviewed at reporting dale and adjusted to reflect the current best estimate of 
future outflows of resources. Where the effect is material, non-current provisions 
are discounted to their present value using a pre-tax discount rate that reflects the 
market 1 s current assessment of the time value of money, adjusted for risks specific 
to the liability. 

The Municipality does not recognise a contingent liability or contingent asset. A 
contingent liability is disclosed unless the possibility of an outflow of resources 
embodying economic benefits or service potential is remote, A contingent asset is 
disclosed where an inflow of economic benefits or service potential is probable. 

Future events that may affect the amount required to settle an obligation are 
reflected in the amount of a provision where there is sufficient objective evidence 
that they will occur. Gains from the expected disposal of assets are not taken into 
account in measuring a provision. Provisions are not recognised for future 
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operating losses. The present obligation under an onerous contract is recognised 
and measured as a provision, 

A provision for restructuring costs is recognised only when the following criteria 
over and above the recognition criteria of a provision have been met: 

(a) The municipality has a detailed formal plan for the restructuring identifying at 
least: 

* the business or part of a business concerned; 

* the principal locations affected; 

* the location, function and approximate number of employees who wii! be 
compensated for terminating their services; 

* the expenditures that will be undertaken; and 

* when the plan will be implemented. 

(b) The Municipality has raised a valid expectation in those affected that it will 
carry out the restructuring by starting to implement that plan or announcing 
its main features to those affected by it, 

The amount recognised as a provision shall be the best estimate of the 
expenditure required to settle the present Obligation at the reporting date. 

If it is no longer probable that an outflow of resources embodying economic 
benefits or service potential will be required to settle the obligation, the provision is 
derecognised. 

1.17, EMPLOYEE BENEFITS 

( a) Po st-Retiremen t Medical Obliga t rons 

The Municipality provides post-retirement medical benefits by subsidizing the 
medical aid contributions of certain retired staff according to the rules of the 
medical aid funds. Council pays 60% as contribution and the remaining 40% 
are paid by the members. The entitlement to these benefits is usually 
conditional on the employee remaining in service up to retirement age and the 
completion of a minimum service period. The present value of the defined 
benefit liability is actuarially determined in accordance with GRAP 25 - 
Employee benefits (using a discount rate applicable to high qua lily 
government bonds). The plan is unfunded. 

These contributions are charged to the Statement of Financial Performance 
when employees have rendered the service entitling them to the contribution. 
The liability was calculated by means of the projected unit credit actuarial 
valuation method. The liability in respect of current pensioners is regarded as 
fully accrued, and is therefore not split between a past (or accrued) and future 
in-service element. The liability is recognised at the fair value of the obligation. 
Payments made by the Municipality are set-off against the liability, including 
notional interest, resulting from the valuation by the actuaries and are charged 
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against the Statement of Financial Performance as employee benefits upon 
valuation. 

Actuarial gains and losses arising from the experience adjustments and 
changes in actuarial assumptions, is charged or credited to the Statement of 
Financial' Performance in the period that it occurs. These obligations are 
valued periodically by independent qualified actuaries. 

(b) Long Service Awards 

Long service awards are provided to employees who achieve certain pre- 
determined milestones of service within the Municipality. The Municipality’s 
obligation under these plans is valued by independent qualified actuaries 
periodically and the corresponding liability is raised. Payments are setoff 
against the liability, including notional interest, resulting from the valuation by 
the actuaries and are charged against the Statement of Financial Performance 
as employee benefits upon valuation. Defined benefit plans are post- 
employment plans other than defined contribution plans. 

Actuarial gains and losses arising from the experience adjustments and 
changes in actuarial assumptions, is charged or credited to the Statement of 
Financial Performance in Ihe period that it occurs. These obligations are 
valued periodically by independent qualified actuaries. 

(c) Ex-Gratia Pension Benefits 

Ex gratia gratuities are provided to employees that were not previously 
members of a pension fund. The Municipality’s obligation under these plans is 
valued by independent qualified actuaries and the corresponding liability is 
raised. Payments made by the Municipality are set-off against the liability, 
including notional interest resulting from the valuation by the actuaries and 
are charged against the Statement of Financial Performance as employee 
benefits upon valuation. Defined benefit plans are post-employment plans 
other than defined contribution plans. 

Actuarial gains and losses arising from the experience adjustments and 
changes in actuarial assumptions, is charged or credited to the Statement of 
Financial Performance in the period that it occurs. These obligations are 
valued periodically by independent qualified actuaries. 

(d) StaffLeave 

Liabilities for annual leave are recognised as they accrue to employees. The 
liability is based on the total amount of leave days due to employees at year 
end and also on the total remuneration package of the employee. 

Accumulated leave is carried forward and can be used in future periods if the 
current period's entitlement is not used in full. All unused leave will be paid 
out to Ihe specific employee at the end of that employee's employment term. 

Accumulated leave is vesting. 
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( e) Staff £3 on uses 

Liabilities for staff bonuses are recognised as they accrue to employees. The 
liability al year end is based on bonus accrued at year end for each employee, 

(f) Other Short-term Employee Benefits 

When an employee has rendered service to the entity during a reporting 
period, the entity recognises the end isco unted amount of short-term employee 
benefits expected to be paid in exchange for that service: 

- as a liability (accrued expense), after deducting any amount already paid. 
If the amount already paid exceeds the undiscounted amount of the 
benefits, the entity recognises that excess as an asset (prepaid expense} 
to the extent that the prepayment will lead to, for example, a reduction in 
future payments or a cash refund; and 

* as an expense, unless another Standard requires or permits the inclusion 
of the benefits in the cost of an asset. 

1.18. PROPERTY, PLANT AND EQUIPMENT 


1.18,1. initial Recognition 


Property, plant and equipment are tangible non-current assets (including 
infrastructure assets) that are held for use in the production or supply of goods 
or services, rental to others, or for administrative purposes, and are expected to 
be used during more than one year. The cost of an item of property, plant and 
equipment shall be recognised as an asset if, and only if it is probable that 
future economic benefits or service potential associated with the item will flow lo 
the entity, and the cost or fair value of the item can be measured reliably. 
Items of property, plant and equipment are initially recognised as assets on 
acquisition date and are initially recorded at cost. The cost of an item of 
property, plant and equipment is the purchase price and other costs attributable 
to bring the asset to the location and condition necessary for it to be capable of 
operating in the manner intended by the Municipality, Trade discounts and 
rebates are deducted in arriving at the cost. The cost also includes the 
necessary costs of dismantling and removing the asset and restoring Ihe site on 
which if is located. 

When significant components of an item of properly, plant and equipment have 
different useful lives, they are accounted for as separate items (major 
components) of properly, plant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration 
(i.e, a non-exchange transaction), the cost is deemed to be equal to the fair 
value of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a 
non-monetary asset or monelary assets, or a combination of monetary and non- 
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monetary assets, the assets acquired is initially measure at fair value (the cost). 
If the acquired item's fair value was not determinable, it's deemed cost is the 
carrying amount of the asset(s) given up. 


Major spare parts and servicing equipment qualify as property, plant and 
equipment when the municipality expects to use them during more than one 
period. Similarly, if the major spare parts and servicing equipment can be used 
only in connection with an item of property, plant and equipment, they are 
accounted for as property, plant and equipment, 

1,18.2. Subsequent Measurement - Revaluation Model 

Subsequent to initial recognition, Land and Buildings are carried at a re- valued 
amount, being its fair value at the date of revaluation less any subsequent 
accumulated depreciation and any accumulated impairment tosses. 

An increase in the carrying amount of an asset as a result of a revaluation is 
credited directly to a revaluation surplus reserve, except to the extent that it 
reverses a revaluation decrease of the same asset previously recognised in the 
Statement of Financial Performance. 

A decrease in the carrying amount of an asset as a result of a revaluation is 
recognised in the Statement of Financial Performance, except to the extent of 
any credit balance existing in the revaluation surplus in respect of that asset. 

1 * 18. 3. Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are 
measured at cost less accumulated depreciation and accumulated impairment 
losses, Land is not depreciated as it is deemed to have an indefinite useful life. 

Where the Municipality replaces parts of an asset, it derecognises the part of 
the asset being replaced and capitalises the new component. Subsequent 
expenditure incurred on an asset is capitalised when it increases the capacity or 
future economic benefits associated with the asset. 

1.18.4. Depreciation and tm pairmen t 

Depreciation is calculated on the depreciable amount, using the straight-line 
method over the estimated useful lives of the assets. Depredation of an asset 
begins when it is available for use, i.e. when it is in the location and condition 
necessary for it to be capable of operating in the manner intended by 
management. Components of assets that are significant in relation to the whole 
asset and that have different useful lives are depreciated separately. The 
annual depreciation rates are based on the following estimated useful lives: 


Land and Buildings Years 

Land 30-32 
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Buildings 10-50 

Infrastructure 


Roads and Streets 7-50 

Electricity Mains 12-50 

Water Mains and Purification 7-60 

Sewerage Mains & Purification 15-60 

S ecu ri ty m easures 1 4-20 

Community 

Recreation G round s 1 5-32 

Fire, Safety and Emergency 5-10 

Libraries 30-35 

Clin i cs a nd Hospit als 1 0-4 9 

Finance lease assets 

Office equipment 5 


Other 


Motor Vehicles 5-15 

Office equipment 3-10 

Furniture and fittings 15-32 

Bins and containers 7 

Pla n t and Equipment 1 5-20 

Landfill sites 7 

Emergency equipment 7 

C om p u ter eq uip m ent 5-7 


Property, plant and equipment are reviewed at each reporting date for any 
indication of impairment. If any such indication exists, the asset's recoverable 
amount is estimated. The impairment charged to the Statement of Financial 
Performance is the excess of the carrying value over the recoverable amount 

An impairment is reversed only to the extent that the asset's carrying amount 
does not exceed the carrying amount that would have been determined had no 
impairment been recognised. A reversal of impairment is recognised in the 
Statement of Financial Performance. 


1.18,5, De-recognition 

Items of property, plant and equipment are derecognised when the asset is 
disposed or when there are no further economic benefits or service potential 
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expected from the use of the asset. The gain or loss arising on the disposal or 
retirement of an item of property, plant and equipment is determined as the 
difference between the sales proceeds and the carrying value and is recognised 
in the Statement of Financial Performance. 

1* 78,6, Land and Buildings and Other Assets — application of deemed cost 
(Directive 7) 

The Municipality opted to lake advantage of the transitional provisions as 
contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition 
cost of an asset could not be determined. For Land and Buildings the fair value 
as determined by a valuator was used in order to determine the deemed cost as 
on 1 July 2003. For Other Assets the depreciation cost method was used to 
establish the deemed cost as on 1 July 2003. 

1.19. INTANGIBLE ASSETS 

1.19.1. Initial Recognition 

An intangible asset is an identifiable non-monetary asset without physical 
substance. 

An asset meets the ident inability criterion in the definition of an intangible asset 
when it: 

* is separable, i.e. is capable of being separated or divided from the entity and 
sold. transferred f licensed f rented or exchanged, either individually or 
together with a related contract, asset or liability; or 

* arises from contractual rights (including rights arising from binding 
arrangements) or other legal rights (excluding rights granted by statute), 
regardless of whether those rights are transferable or separable from the 
entity or from other rights and obligations. 

The Municipality recognises an intangible asset in its Statement of Financial 
Position only when it is probable that the expected future economic benefits or 
service potential that are attributable to the asset will flow to the Municipality 
and the cost or fair value of the asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria 
before they are capitalised. Research expenditure is never capitalised, while 
development expenditure is only capitalised to the extent that: 

* the municipality intends to complete the Intangible asset for use or sale; 

* itis technically feasible to complete the intangible asset; 

* the municipality has the resources to complete the project; 

* it is probable that the municipality will receive future economic benefits or 
service potential; and 

* the Municipality can measure reliably the expenditure attributable to the 
intangible asset during its development. 


Page 24 



KHAf-MA MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 


Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired in exchange for a non-monetary asset or 
monetary assets, or a combination of monetary and non- monetary assets, the 
asset acquired is initially measured at fair value (the cost). If the acquired 
item's fair value was not determinable, it‘s deemed cost is the carrying amount 
of the asset(s) given up. 

1. 19.2 \ Subsequent Measurement - Cost Model 

Intangible assets are subsequently carried at cost less accumulated 
amortisation and accumulated impairment losses. The cost of an intangible 
asset is amortised over the useful life where that useful life is finite, Where the 
useful life is indefinite, the asset is not amortised but is subject to an annual 
impairment test. 

1.19.3. Amortisation and Impairment 

Amortisation is charged so as to write off the cost or valuation of intangible 
assets over their estimated useful lives using the straight line method. 
Amortisation of an asset begins when It is available for use, i.e. when It Is in the 
condition necessary for it to be capable of operating in the manner intended by 
management. Components of assets that are significant in relation to the whole 
asset and I hat have different useful lives are amortised separately. The 
estimated useful lives, residual values and amortisation method are reviewed at 
each year end. with the effect of any changes in estimate accounted for on a 
prospective basis. The annual amortisation rates are based on the following 
estimated useful lives: 

Intangible Assets 

Computer Software 

1. 19.4. D e-recog n iti on 

Intangible assets are derecognised when the asset is disposed or when there 
are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an intangible 
asset is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 

1.19.5- Application of deemed cost {Directive 7) 

The Municipality opted to take advantage of the transitional provisions as 
contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition 
cost of an asset could not be determined. For Intangible Assets the 
depreciation cost method was used to establish the deemed cost as on 1 July 
2008. 


Years 

3-12 
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1.20. INVESTMENT PROPERTY 

1 . 20. 1. Initial Recognition 

Investment property shall be recognised as an asset when and only when: 

* it is probable that the future economic benefits or service potential that are 
associated with the investment property will flow to the entity, and 

* the cost or fair value of the investment property can be measured reliably. 

Investment property includes property (land or a building, or part of a building, 
or both land and buildings held under a finance lease) heid to earn rentals 
and/or for capital appreciation, rather than held to meet service delivery 
objectives, the production or supply of goods or services, or the sale of an asset 
in the ordinary course of operations. Property with a currently undetermined 
use is also classified as investment property. 

At initial recognition, the Municipality measures investment property at cost 
including transaction costs once it meets the definition of investment properly. 
However, where an investment property was acquired through a non -ex change 
transaction (i.e. where it acquired the investment properly for no or a nominal 
value), its cost is its fair value as at the date of acquisition. The cost of self- 
constructed investment property is measured at cost. 

Transfers are made to or from investment property only when there is a change 
in use. For a transfer from investment property to owner occupied property, the 
deemed cost for subsequent accounting is the fair value at the date of change 
in use. If owner occupied properly becomes an investment property, the 
Municipality accounts for such property in accordance with the policy stated 
under property, plant and equipment up to the date of change in use, 

1.20.2. Subsequent Measurement - Cosf Model 

Subsequent to initial recognition, items of Investment property are measured at 
cost less accumulated depreciation and accumulated impairment losses. Land 
is not depreciated as it is deemed to have an indefinite useful life. 

1 . 20. 3. Depreciation and impairmen t - Cos t Model 

Depredation is calculated on the depreciable amount, using the straight-line 
method over the estimated useful lives of the assets. Depreciation of an asset 
begins when it is available for use, i,e. when it is in the location and condition 
necessary for it to be capable of operating in the manner intended by 
management. Components of assets that are significant in relation to the whole 
asset and that have different useful lives are depreciated separately. The 
estimated useful lives, residual values and depreciation method are reviewed at 
each year end, with the effect of any changes in estimate accounted for on a 
prospective basis. 

Investment Property Years 

Buildings 10-50 
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1.20.4, De-recognition 

Investment property is derecognised when it is disposed or when there are no 
further economic benefits expected from the use of the Investment property. 
The gain or loss arising on the disposal or retirement of an item of investment 
property is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 

1 . 20.5. Application of deemed cost (Directive 7} 

The Municipality opted to take advantage of the transitional provisions as 
contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition 
cost of an asset could not be determined. The fair value as determined by a 
valuator was used in order to determine the deemed cost as on 1 July 2006. 

1.21* IMPAIRMENT OF NON-FfNANCIAL ASSETS 

1.21,1. Cash generating assets 

Cash-generating assets are assets hetd with the primary objective of generating 
a commercial return. 

The Municipality assesses at each reporting date whether there is an indication 
that an asset may be Impaired. If any Indication exists, or when annual 
impairment testing for an asset is required, the municipality estimates the 
asset's recoverable amount. 

In assessing whether there is any indication that an asset may be impaired, the 
Municipality considers Ihe following indications: 

(a ) External so u roes of i nf orm ation 

* During the period, an asset's market value has declined significantly 
more than would be expected as a result of the passage of time or 
normal use: 

* Significant changes with an adverse effect on the Municipality have 
taken place during the period, or will take place in the near future, in 
the technological, market, economic or legal environment in which the 
Municipality operates or in the market to which an asset is dedicated; 

* Market interest rates or other market rates of return on investments 
have increased during the period, and those increases are likely to 
affect the discount rate used in calculating an asset's value in use and 
decrease the asset's recoverable amount materially, 

(b) Internal sources of information 

* Evidence is available of obsolescence or physical damage of an asset; 
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* Significant changes with an adverse effecl on the Municipality have 
taken place during the period, or are expected to take place in the near 
future, in the extent to which, or manner in which, an asset is used or is 
expected to be used. These changes include the asset becoming idle, 
plans to discontinue or restructure the operation to which an asset 
belongs, plans to dispose of an asset before the previously expected 
date, and reassessing Ihe useful fife of an asset as finite rather than 
indefinite; 

* Evidence is available from internal reporting that indicates that the 
economic performance of an asset is, or will be, worse than expected. 

The re-designation of assets from a cash-generating asset to a non-cash 
generating asset or from a non-cash-generating asset to a cash-generating 
asset shall only occur when there is clear evidence that such a re-designation is 
appropriate. A re-designation, by itself, does not necessarily trigger an 
impairment test or a reversal of an impairment loss. Instead, the indication for 
an impairment test or a reversal of an impairment loss arises from, as a 
minimum, the indications listed above. 

An asset's recoverable amount is the higher of an asset's or cash-generating 
unit's (CGU) fair value less costs to sell and its value in use and is determined 
for an individual asset, unless the assel does not generate cash inflows that are 
largely independent of those from other assets or groups of assets. Where the 
carrying amount of an asset or CGU exceeds its recoverable amount, the asset 
is considered impaired and is written down to its recoverable amount. In 
assessing value in use, the estimated future cash flows are discounted to their 
present value using a pre-tax discount rate that reflects current market 
assessments of the time value of money and the risks specific to the asset. In 
determining fair value less costs to sell, an appropriate valuation model is used. 
Impairment losses are recognised in the Statement of Financial Performance in 
those expense categories consistent with the function of the impaired asset. 

After the recognition of an impairment loss, the depreciation (amortisation) 
charge for the asset is adjusted in future periods to allocate the asset's revised 
carrying amount, less its residual value (if any), on a systematic basis over its 
remaining useful life. 

An assessment is made at each reporting date as to whether there is any 
indication that previously recognised impairment losses may no longer exist or 
may have decreased. If such indication exists, the Municipality estimates the 
asset's or cash-generating unit's recoverable amount, A previously recognised 
impairment loss is reversed only if there has been a change in the assumptions 
used to determine the asset's recoverable amount since the last impairment 
loss was recognised. The reversal is limited so that the carrying amount of the 
asset does not exceed its recoverable amount, nor exceed the carrying amount 
that would have been determined, net of depreciation, had no impairment loss 
been recognised for the assel in prior years. Such reversal is recognised in the 
Statement of Financial Performance. 

1.21.2 . Non-cash-generating assets 
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Non-cash-generating assets are assets other than cash -generating assets. 

The Municipality assesses at each reporting date whether there is an indi cation 
that an asset may be i in paired. It any indication exists, or when annua] 
impairment testing for an asset is required, the Municipality estimates the 
asset 1 s recoverable service amount 

In assessing whether there is any indication that an asset may be impaired, the 
Municipality considers the following indications: 

(a) External sources of information 

* Cessation, or near cessation, of the demand or need for services 
provided by the asset; 

* Significant long-term changes with an adverse effect on the 

Municipality have taken place during the period or will take place in the 
near future, in the technological, legal or government policy 
environment in which the Municipality operates. 

(b) Internal sources of information 

* Evidence is available of physical damage of an asset; 

* Significant long-term changes with an adverse effect on the 

Municipality have taken place during the period, or are expected to 

take place in the near future, in the extent to which, or manner in 

which, an asset is used or is expected to be used. These changes 
include the asset becoming idle, plans to discontinue or restructure the 
operation to which an asset belongs, or plans to dispose of an asset 
before the previously expected date; 

* A decision to halt the construction of the asset before it is complete or 
in a usable condition; 

* Evidence is available from internal reporting that indicates that the 
service performance of an asset is. or will be, significantly worse than 
expected. 

An asset’s recoverable service amount is the higher of a non -cash -generating 
asset’s fair value less costs to sell and its value in use. If the recoverable 
service amount of an asset is less than its carrying amount, the carrying amount 
of the asset is reduced to its recoverable service amount. That reduction is an 
impairment loss recorded in the Statement of Financial Performance. 

The value in use of a non-cash-generating asset is the present value of the 
asset's remaining service potential. The present value of the remaining service 
potential of the asset is determined using any one of the following approaches: 

* depreciation replacement cost approach - the present value of the 
remaining service potential of an asset is determined as the depreciated 
replacement cost of the asset. The replacement cost of an asset is the cost 
to replace the asset's gross service potential. This cost is depreciated to 
reflect the asset in its used condition. An asset may be replaced either 
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through reproduction (replication) of the existing asset or through 
replacement of its gross service potential. The depreciated replacement cost 
is measured as the reproduction or replacement cost of the asset, 
whichever is lower, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the 
asset. 

* restoration cosf approach - the cost of restoring the service potential of an 
asset to its pre-im paired tevel. Under this approach, the present value of the 
remaining service potential of the asset is determined by subtracting the 
estimated restoration cost of the asset from the current cost of replacing the 
remaining service potential of the asset before impairment. The Eatter cost is 
usually determined as the depreciated reproduction or replacement cost of 
the asset, whichever is lower. 

* service unit approach - the present value of the remaining service potential 
of the asset is determined by reducing the current cost of the remaining 
service potential of the asset before impairment, to conform to the reduced 
number of service units expected from the asset in its impaired slate. As in 
the restoration cost approach, the current cost of replacing the remaining 
service potential of the asset before impairment is usually determined as the 
depreciated reproduction or replacement cost of the asset before 
impairment, whichever is lower. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in 
an arm s length transaction between knowledgeable, wilting parties, less the 
costs of disposal. 

An impairment loss is recognised immediately in surplus or deficit, unless the 
asset is carried at a revalued amount in accordance with another Standard of 
GRAP. Any impairment loss of a revalued asset shall be treated as a 
revaluation decrease in accordance with that Standard of GRAP. 

The Municipality assesses at each reporting date whether there is any 
indication that an impairment loss recognised in prior periods for an asset may 
no longer exist or may have decreased, If any such indication exists, the 
Municipality estimates the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for an asset is reversed if there 
has been a change in the estimates used to determine the asset's recoverable 
service amount since the last impairment loss was recognised, if this Is the 
case, the carrying amount of the asset is increased to its recoverable service 
amount. The increased carrying amount of an asset attributable to a reversal of 
an impairment loss does not exceed the carrying amount that would have been 
determined (net of depredation or amortisation) had no impairment loss been 
recognised for the asset in prior periods. Such a reversal of an impairment loss 
is recognised in the Statement of Financial Performance 

1 .22. NON CURRENT INVESTMENTS 
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Financial instruments, which include, investments in municipal entities and fixed 
deposits invested in registered commercial banks, are stated at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the period that the 
impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds 
and the carrying amount is charged or credited to the Statement of Financial 
Performance. 

The carrying amounts of such investments are reduced to recognise any decline, 
other than a temporary decline, in (he value of individual investments, 

1,23, INVENTORIES 

1.23.1. initial Recognition 

Inventories comprise of current assets held for sale, consumption or distribution 
during the ordinary course of business, inventories are recognised as an asset 
if, and only if, it is probable that future economic benefits or service potential 
associated with the item wilt flow to the Municipality, and the cost of the 
inventories can be measured reliably. Inventories are initially recognised at 
cost. Cost generally refers to the purchase price, plus non- recoverable taxes, 
transport costs and any other costs in bringing the inventories to their current 
location and condition. Where inventory is manufactured, constructed or 
produced, the cost includes the cost of labour, materials and overheads used 
during the manufacturing process. 

Water inventory is being measured by multiplying the cost par kilo litre of 
purified water by the amount of water in storage. 

Where inventory is acquired by the Municipality for no or nominal consideration 
(i.e, a non-exchange transaction), the cost is deemed to be equal to the fair 
value of the item on the date acquired, 

1. 23. 2. S ubseq uen t Meas ur&men t 

Inventories, consisting of consumable stores, raw materials, work-in -progress 
and finished goods, are valued at the lower of cost and net realisable value 
unless they are to be distributed at no or nominal charge, in which case they are 
measured at the lower of cost and current replacement cost. Redundant and 
slow-moving inventories are identified and written down. Differences arising on 
the valuation of inventory are recognised in the Statement of Financial 
Performance in the year in which they arose. The amount of any reversal of 
any write-down of inventories arising from an increase in net realisable value or 
current replacement cost is recognised as a reduction in the amount of 
inventories recognised as an expense in the period in which the reversal 
occurs. 
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The carrying amount of inventories is recognised as an expense in the period 
that the inventory was sold, distributed, written off or consumed, unless that 
cost qualifies for capitalisation to the cost of another asset. 

In general, the basis of allocating cost to inventory items is the weighted 
average method. 


Water inventory is measured annually at the reporting date by way of dip 
readings. 

1,24. FINANCIAL INSTRUMENTS 

Financial instruments recognised on the Statement of Financial Position include 
receivables (both from exchange transactions and non-exchange transactions), 
cash and cash equivalents, annuity loans and payables (both from exchange and 
non-exchange transactions). The future utilization of Unspent Conditional Grants 
is evaluated in order to determine whether it is treated as financial instruments. 

1. 24 . 1 . tn itial Recognition 

Financial instruments are initially recognised when the Municipality becomes a 
party to the contractual provisions of the instrument at fair value plus, in the 
case of a financial asset or financial liability not at fair value, transaction costs 
that are directly attributable to the acquisition or issue of the financial asset or 
financial liability. If finance charges in respect of financial assets and financial 
liabilities are significantly different from similar charges usually obtained in an 
open market transaction, adjusted for the specific risks of the Municipality, such 
differences are immediately recognised in the period it occurs, and the 
unamortised portion adjusted over the period of the loan transactions, 

1.24.2. Subsequent Measurement 

Financial Assets are categorised according to their nature as either financial 
assets at fair value, financial assets at amortised cost or financial assets at cost. 
Financial Liabilities are categorised as either at fair value, financial liabilities at 
cost or financial liabilities carried at amortised cost ("other' 1 ). The subsequent 
measurement of financial assets and liabilities depends on this categorisation. 

1.24.2.1, Receivables 

Receivables are classified as financial assets at amortised cost, and are 
subsequently measured amortised cost using the effective interest rate 
method. 

For amounts due from debtors carried at amortised cost, the Municipality first 
assesses whether objective evidence of impairment exists individually for 
financial assets that are individually significant, or collectively for financial 
assets that are not individually significant. Objective evidence of impairment 
includes significant financial difficulties of the debtor, probability that the debtor 
will enter bankruptcy or financial reorganisation and default or delinquency in 
payments (more than 90 days overdue). If the Municipality determines that no 
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objective evidence of impairment exists for an individually assessed financial 
asset, whether significant or not, it includes the asset in a group of financial 
assets with similar credit risk characteristics and collectively assesses them 
for impairment Assets that are individually assessed for impairment and for 
which an impairment Joss is, or continues to be, recognised are not included in 
a cotie dive assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the 
amount of the loss is measured as the difference between the asset's carrying 
amount and the present value of estimated future cash flows (excluding future 
expected credit losses that have not yet been incurred). The carrying amount 
of the asset is reduced through the use of an allowance account and the 
amount of the loss is recognised in the Statement of Financial Performance. 
Interest income continues to be accrued on the reduced carrying amount 
based on the original effective interest rate of the asset. Loans together with 
the associated allowance are written off when there is no realistic prospect of 
future recovery and all collateral has been realised or has been transferred to 
the municipality. If, in a subsequent year, the amount of the estimated 
impairment loss increases or decreases because of an event occurring after 
the impairment was recognised, the previously recognised impairment loss is 
increased or reduced by adjusting the allowance account. If a future write-off 
is later recovered, the recovery is recognised in the Statement of Financial 
Performance. 

The present value of the estimated future cash flows is discounted at the 
financial asset s original effective interest rate, if material If a loan has a 
variable interest rate, the discount rate for measuring any impairment loss is 
the current effective interest rate. 

1 .24.2.2, Payables and Annuity Loans 

Financial liabilities consist of trade and other payables and annuity loans. 
They are categorised as financial liabilities held at amortised cost, are initially 
recognised at fair value and subsequently measured al amortised cost using 
an effective interest rate, which is the initial carrying amount, less repayments, 
plus interest. 

1.24,2.3* Cash and Cash B quivahnts 

Cash includes cash on hand (including petty cash) and cash with banks. 
Cash equivalents are short-term highly liquid investments, readily convertible 
into known amounts of cash that are held with registered banking institutions 
with maturities of three months or less and are subject to an Insignificant .risk 
of change in value. For the purposes of the cash Now statement, cash and 
cash equivalents comprise cash on hand, highly liquid deposits and net of 
bank overdrafts. The Municipality categorises cash and cash equivalents as 
financial assets carried at amortised cost. 

Bank overdrafts are recorded based on the facility utilised. Finance charges 
on bank overdraft are expensed as incurred. Amounts owing in respect of 
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bank overdrafts are categorised as financial liabilities: other financial liabilities 
carried at amortised cost, 

1 ,24, 2 ,4, Non - Current In vestmen fs 

Investments which include fixed deposits invested in registered commercial 
banks, are stated at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the Statement of 
Financial Performance in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal 
proceeds and the carrying amount is recognised in the Statement of Financial 
Performance, 

The carrying amounts of such investments are reduced to recognise any 
decline, other than a temporary decline, in the value of individual investments, 

1.24.3. De-recognition 

1.24.3.1, Financial Assets 

A financial asset (or, where applicable a part of a financial asset or part of a 
group of similar financial assets) is derecognised when: 

* the rights to receive cash flows from the asset have expired; or 

* the Municipality has transferred its rights to receive cash flows from the 
asset or has assumed an obligation to pay the received cash, flows in full 
without material delay to a third party under a 'pass-through’ arrangement, 
and either (a) the Municipality has transferred substantially all the risks and 
rewards of the asset, or (b) the Municipality has neither transferred nor 
retained substantially all the risks and rewards of the asset, but has 
transferred control of the asset. 

When the Municipality has transferred its rights to receive cash flows from an 
asset or has entered into a pass-through arrangement, and has neither 
transferred nor retained substantially all the risks and rewards of the asset nor 
transferred control of the asset, the oid asset is derecognised and a new asset 
is recognised to the extent of the Municipality’s continuing involvement in the 
asset. 

Continuing involvement that takes the form of a guarantee over the transferred 
asset is measured at the lower of the original carrying amount of the asset and 
the maximum amount of consideration that the Municipality could be required 
to repay. 

When continuing involvement takes I he form of a written and/or purchased 
option (including a cash settled option or similar provision) on the transferred 
asset, the extent of the Municipality's continuing involvement is the amount of 
the transferred asset that the Municipality may repurchase, except that in the 
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case of a written put option (including a cash settled option or simitar 
provision) on an asset measured at fair value, the extent of the Municipality's 
continuing involvement is limited to the lower of the fair value of the 
transferred asset and the option exercise price. 

1.24,3,2k Financ iaf Liab ifitie s 

A financial liability is derecognised when the obligation under the liability is 
discharged or cancelled or expires. 

When an existing financial liability is replaced by another from the same lender 
on substantially different terms, or (he terms of an existing liability are 
substantially modified, such an exchange or modification is treated as a de- 
recognition of the original liability and the recognition of a new liability, and the 
difference in the respective carrying amounts is recognised in the Statement of 
Financial Performance. 

1.24 A. Offsetting of Financial Instruments 

Financial assets and financial liabilities are offset and the net amount reported 
in the Statement of Financial Position if, and onfy if, there is a currently 
enforceable legal right to offset the recognised amounts and there is an 
intention to settle on a net basis, or to realise the assets and settle the liabilities 
simultaneously. 

1.25. STATUTORY RECEIVABLES 

Statutory receivables arise from legislation, supporting regulations, or similar 
means and require settlement by another entity in cash or another financial asset. 
Statutory receivables can arise from both exchange and non-exchange 
transactions, 

1. 25. 1. Initial Rec ognition 

Statutory receivables are recognised when the related revenue is recognised or 
when the receivable meets the definition of an asset. 


f.25.2. Subsequent Measurement 

The Municipality initially measures the statutory receivables at their transaction 
amount. The Municipality measure statutory receivables after initial recognition 
using the cost method. Under the cost method, the initial measurement of the 
receivable is changed subsequent to reflect any: 

(a) interest or other charges that may have accrued on the receivable; 

(b) impairment losses; and 

(c) amounts derecognised. 

The Municipality assesses at each reporting date whether there is any 
indication that a statutory receivable may be impaired. If there is an indication 
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that a statutory receivable may be impaired, the Municipality measures the 
impairment loss as the difference between the estimated future cash flows and 
the carrying amount. Where the carrying amount is higher than the estimated 
future cash flows, the carrying amount of the statutory receivable is reduced, 
through the use of an allowance account. The amount of the loss is recognised 
in the Statement of Financial Performance. In estimating the future cash flows, 
the Municipality considers both the amount and timing of the cash flows that it 
will receive in future. Consequently, where the effect of the time value of money 
is material, the Municipality discounts the estimated future cash flows using a 
rate that reflects the current risk free rate and any risks specific to the statutory 
receivable for which the future cash flow estimates have not been adjusted. 

An impairment loss recognised in prior periods for a statutory receivable is 
revised if there has been a change in the estimates used since the last 
impairment loss was recognised, or to reflect the effect of discounting the 
estimated cash flows. Any previously recognised impairment loss is adjusted 
by adjusting the allowance account. The amount of any adjustment is 
recognised in the Statement of Financial Performance. 

1.25,3. Derecognition 

The Municipality derecognises a statutory receivable when: 

(a) the rights to the cash flows from the receivable are settled, expire or are 
waived; 

(b) the Municipality transfers to another party substantially ail of the risks 
and rewards of ownership of the receivable; or 

(c) the Municipality, despite having retained some significant risks and 
rewards of ownership of the receivable, has transferred control of the 
receivable to another party and the other party has the practical ability to 
sell the receivable in its entirety to an unrelated third party, and is able to 
exercise that ability unilaterally and without needing to impose additional 
restrictions on the transfer. In this case, the Municipality; 

i. derecognise the receivable; and 

ii. recognise separately any rights and obligations created or 
retained in the transfer. 

1.26. REVENUE 

1.26.1. Revenue from Non-Exchange Transactions 

Revenue from non-exchange transactions refers to transactions where Ihe 
Municipality received revenue from another entity without directly giving 
approximately equal value in exchange. Revenue from non-exchange 
transactions is generally recognised to the extent that the related receipt or 
receivable qualifies for recognition as an asset and there is no liability to repay 
the amount. 

Grants, transfers and donations received or receivable are recognised when the 
resources that have been transferred meet the criteria for recognitpon as an 
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asset. A corresponding liability is raised to the extent that the grant, transfer or 
donation is conditional The liability is transferred to revenue as and when the 
conditions attached to the grant are met. Grants without any conditions 
attached are recognised as revenue when the asset is recognised. 

Revenue from property rates is recognised when the legal entitlement to this 
revenue arises. At the time of initial recognition the full amount of revenue 3s 
recognised. If the Municipality does not enforce its obligation to collect the 
revenue, this would be considered as a subsequent event. Collection charges 
are recognised when such amounts are legally enforceable. Rebates and 
discounts are offset against the related revenue, in terms of [GRAP 1 , as there 
is no intention of collecting this revenue. 

Fine Revenue constitutes both spot fines and summonses. Fine revenue is 
recognised when the spot fine or summons is issued, In cases where fines and 
summonses are issued by another government institute, revenue will only be 
recognised by the Municipality when the receivable meets the definition of an 
asset. 

Revenue from public contributions and donations is recognised when all 
conditions associated with the contribution have been met or where the 
contribution is to finance property, plant and equipment, when such items of 
property, plant and equipment qualifies for recognition and first becomes 
available for use by the Municipality. Where public contributions have been 
received but the Municipality has not met the related conditions, it is recognised 
as an unspent public contribution (liability). 

Revenue from third parlies i.e. insurance payments for assets impaired, are 
recognised when it can be measured reliably and is not being offset against the 
related expenses of repairs or renewals of the impaired assets. 

Contributed property, plant and equipment is recognised when such Items of 
property, plant and equipment qualifies for recognition and become available for 
use by the Municipality, 

All unclaimed deposits are initially recognised as a liability until 12 months 
expires, when all unclaimed deposits into the Municipality's bank account will be 
treated as revenue as historical patterns have indicated that minimal 
unidentified deposits are reclaimed after a period of twelve months. This 
assessment is performed annually at 30 June. Therefore the substance of these 
transactions indicate that even though the prescription period for unclaimed 
monies is legally three years, it is reasonable to recognised all unclaimed 
monies older than twelve months as revenue. Although unclaimed deposits are 
recognised as revenue after 12 months, the Municipality still keep record of 
these unclaimed deposits for three years in the event that a party should submit 
a claim after 1 2 months. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful 
expenditure is based on legislated procedures, including those set out in the 
Municipal Finance Management Act (Act No. 56 of 2003) and is recognised 
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when the recovery thereof from Ihe responsible councillors or officials is virtually 
certain. 

Revenue shall be measured at the fair value of the consideration received or 
receivable. 

When, as a result of a non-exchange transaction, a Municipality recognises an 
asset, it also recognises revenue equivalent to the amount of the asset 
measured at its fair value as at the date of acquisition, unless it is also required 
to recognise a liability. Where a liability is required to be recognised it will be 
measured as the best estimate of the amount required to settle the present 
obligation at the reporting date, and the amount of the increase in net assets, if 
any, recognised as revenue. When a liability is subsequently reduced, because 
the taxable event occurs or a condition is satisfied, the amount of the reduction 
in the liability will be recognised as revenue. 

Services in-kind that are significant to the Municipality's operations are 
recognised as assets and the related revenue when: 

* it is probable that the future economic benefits or service potential will flow 
to Ihe Municipality; and 

* the fair value of the assets can be measured reliably. 

If the services in-kind are not significant to the Municipality's operations or does 
not satisfy the above-mentioned criteria, the Municipality only disclose the 
nature and type of services in-kind received during the reporting period. When 
the criteria for recognition is satisfied . services in-kind are measured on initial 
recognition at their fair value as at the date of acquisition. Services in-kind 
include services provided by individuals to the Municipality and the right to use 
assets in a non-exchange transaction. These services meet the definition of an 
asset, because the Municipality controls Ihe resource from which future 
economic benefits or service potential is expected to flow to the Municipality. 
The assets are immediately consumed and a transaction of equal value is also 
recognised to reflect the consumption of these services in-kind, resulting in a 
decrease of the asset and an increase in an expense. The Municipality 
therefore recognises an expense and related revenue for the consumption of 
services in-kind, 

1 . 26 . 2 . Revenue from Exchange Transactions 

Revenue from exchange transactions refers to revenue that accrued to the 
Municipality directly in return for services rendered or goods sold, the value of 
which approximates the consideration received or receivable. 

Revenue from the sate of goods is recognised when all the following conditions 
have been satisfied: 

* The Municipality has transferred to the purchaser the significant risks and 
rewards of ownership of the goods; 
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* The Municipality retains neither continuing managerial involvement to the 
degree usually associated with ownership nor effective control over the 
goods sold; 

* The amount of revenue can be measured reliably; 

* It is probable that the economic benefits or service potential associated with 
the transaction will flow to the Municipality; 

* The costs incurred or to be incurred in respect of the transaction can be 
measured reliably. 

At the time of initial recognition the full amount of revenue is recognised where 
the Municipality has an enforceable legal obligation to collect, unless the 
individual collectability is considered to be improbable. If the Municipality does 
not successfully enforce its obligation to collect the revenue this would be 
considered a subsequent event. 

Service charges relating to electricity and water are based on consumption and 
a basic charge as per Council resolution. Meiers are read on a monthly basis 
and are recognised as revenue when invoiced. Provisional estimates of 
consumption are made monthly when meter readings have not been performed. 
The provisional estimates of consumption are recognised as revenue when 
invoiced. Adjustments to provisional estimates of consumption are made in the 
invoicing period in which meters have been read. These adjustments are 
recognised as revenue in the invoicing period. 

Revenue from the sale of electricity prepaid meter cards is recognised at the 
point of sale. 

Service charges relating to refuse removal are recognised on a monthly basts in 
arrears by applying the approved tariff to each property that has improvements. 
Tariffs are determined per category of property usage, and are levied monthly 
based on the recorded number of refuse points per property. 

Service charges relating to sanitation (sewerage) are recognised on a monthly 
basis in arrears by applying the approved tariff to each property that has 
improvements. Tariffs are determined per category of property usage. In the 
case of residential property a fixed monthly tariff is levied and in the case of 
commercial property a tariff is levied based on the number of sewerage 
connection on the properly. Service charges based on a basic charge as per 
Council resolution. 

Interest revenue is recognised using the effective interest rate method. 

Revenue from the rental of facilities and equipment is recognised on a straight- 
line basis over the term of the lease agreement. 

Revenue arising from the application of the approved tariff of charges is 
recognised when the relevant service is rendered by applying the relevant tariff. 
This includes the issuing of licences and permits. 
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Revenue from the sale of goods is recognised when substantially all the risks 
and rewards in those goods are passed to the consumer. 

Revenue arising out of situations where the municipality acts as an agent on 
behalf of another entity (the principal) is limited to the amount of any fee or 
commission payable to the municipality as compensation for executing the 
agreed services. 

Revenue is measured at the fair value of the consideration received or 
receivable. 

The amount of revenue arising on a transaction is usually determined by 
agreement between the entity and the purchaser or user of the asset or service. 
It is measured at the fair value of the consideration received or receivable taking 
into account the amount of any trade discounts and volume rebates allowed by 
the entity. 

In most cases, the consideration is in the form of cash or cash equivalents and 
the amount of revenue is the amount of cash or cash equivalents received or 
receivable. However, when the inflow of cash or cash equivalents is deferred, 
the fair value of the consideration may be tess than the nominal amount of cash 
received or receivable. When the arrangement effectively constitutes a 
financing transaction, the fair value of the consideration is determined by 
discounting all future receipts using an imputed rate of interest. The imputed 
rate of interest is the more clearly determinable of either: 

* The prevailing rate for a similar instrument of an issuer with a similar 
credit rating; or 

* A rate of interest that discounts the nominal amount of the instrument to 
the current cash sales price of the goods or services. 

The difference between the fair value and the nominal amount of the 
consideration is recognised as interest revenue. 

When goods or services are exchanged or swapped for goods or services 
which are of a similar nature and value, the exchange is not regarded as a 
transaction that generates revenue. When goods are sold or services are 
rendered in exchange for dissimilar goods or services, the exchange is 
regarded as a transaction that generates revenue. The revenue is measured at 
the fair value of the goods or services received, adjusted by the amount of any 
cash or cash equivalents transferred. When the fair value of the goods or 
services received cannot be measured reliably, the revenue is measured at the 
fair value of the goods or services given up, adjusted by the amount of any cash 
or cash equivalents transferred. 

1.27. TRANSFER OF FUNCTIONS (Municipality as acquirer) 

A function is an integrated set of activities that is capable of being conducted and 
managed for purposes of achieving a Municipality's objectives, either by providing 
economic benefits or service potential. 


Page 40 



KHAI-MA MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 

A transfer of functions is the reorganisation and/or the re~a I locat ion of functions 
between Municipalities by transferring functions between Municipalities or into 
another entity. 

An asset is identifiable if it either: 

* is separable, i.e. is capable of being separated or divided from the 
Municipality and sold, transferred, licensed, rented or exchanged, either 
individually or together with a related contract, asset or liability; or 

* arises from contractual rights (including rights arising from binding 
arrangements) or other legal rights (excluding rights granted by statute), 
regardless of whether those rights are transferable or separable from the 
Municipality or from other rights and obligations. 

The Municipality accounts for each transfer of functions between entities not under 
common control by applying the acquisition method. Applying the acquisition 
method requires: 

(a) identifying the acquirer (Municipality); 

(b) determining the acquisition date; 

(c) recognising and measuring the identifiable assets acquired, the liabilities 
assumed and any non-controlling interest in the acquiree; and 

(d) recognising the difference between (c) and the consideration transferred to 
the seller. 

As of the acquisition date, the Municipality recognises the identifiable assets 
acquired and the liabilities assumed. The identifiable assets acquired and liabilities 
assumed meets the definitions of assets and liabilities in the Framework for the 
Preparation and Presentation of Financial Statements and the recognition criteria in 
the applicable Standards of GRAP at the acquisition date. In addition, the 
identifiable assets acquired and liabilities assumed are part of what the Municipality 
and the acquiree (or its former owners) agreed in the binding arrangement. 

The Municipality measures the identifiable assets acquired and the liabilities 
assumed at their acquisition-date fair values. 

The Municipality subsequently measures and account for assets acquired and 
liabilities assumed in accordance wilh other applicable Standards of GRAP. 

1,23, RELATED PARTIES 

The Municipality resolved to adopt the disclosure requirements as per GRAP 20 - 
'Related Party Disclosures 11 . 

A related party is a person or an entity: 

* with the ability to control or jointly control the other party, 

* or exercise significant influence over the other party, or vice versa, 

* or an entity that is subject to common control, or joint control. 
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The following are regarded as related parties of the Municipality: 

(a) A person or a close member of that person's family Is related to the 
Municipality if that person: 

* has control or joint control over the Municipality. 

* has significant influence over the Municipalities. Significant influence is 
the power to participate in the financial and operating policy decisions 
of the Municipality. 

* is a member of the management of the Municipality or its controlling 
entity. 

(b) An entity is related to the Municipality if any of {he following conditions apply: 

* the entity is a member of the same economic entity (which means that 
each controlling entity, controlled entity and fellow control ted entity is 
related to the others). 

* one entity is an associate or joint venture of the other entity (or an 
associate or joint venture of a member of an economic entity of which 
the other entity Is a member). 

* both entities are joint ventures of the same third party, 

* one entity is a joint venture of a third entity and the other entity is art 
associate of the third entity, 

* the entity is a post-employment benefit plan for the benefit of 
employees of either the Municipality or an entity related to the 
Municipality. If the reporting entity is itself such a plan, the sponsoring 
employers are related to the entity, 

* the entity is controlled or jointly controlled by a person identified in (a). 

* a person identified in (a) has significant influence over that entity or is a 
member of the management of that entity (or its controlling entity). 

Close members of the family of a person are those family members who may be 
expected to influence, or be influenced by that person in their dealings with the 
Municipality. A person is considered to be a dose member of the family of another 
person if they: 

(a) are married or live together in a relationship similar to a marriage; or 

(b) are separated by no more than two degrees of natural or legal consanguinity 
or affinity. 

Management (formerly known as "Key Management") includes all persons having 
the authority and responsibility for planning, directing and controlling the activities 
oft he Municipality, induding: 

(a) all members of the governing body of the Municipality; 

(b) a member of the governing body of an economic entity who has the authority 
and responsibility for planning, directing and controlling the activities of the 
Municipality; 
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(c) any key advisors of a member, or sub-committees, of the governing body 
who has the authority and responsibility for planning, directing and controlling 
the activities of the Municipality; and 

(d) the senior management team of the Municipality, including the chief 
executive officer or permanent head of the Municipality, unless already 
included in (a). 

Management personnel include: 

(a) All directors or members of the governing body of the Municipality, being the 
Executive Mayor, Deputy Mayor, Speaker and members of the Mayoral 
Committee: 

(b) Other persons having the authority and responsibility for planning, directing 
and controlling the activities of the reporting Municipality being the Municipal 
Manager, Chief Financial Officer an all other managers reporting directly to 
the Municipal Manager or as designated by the Municipal Manager. 

Remuneration of management includes remuneration derived for services provided 
to the Municipality in their capacity as members of the management team or 
employees. Benefits derived directly or indirectly from the Municipality for services 
in any capacity other than as an employee or a member of management do not 
meet the definition of remuneration. Remuneration of management excludes any 
consideration provided solely as a reimbursement for expenditure incurred by 
those persons for the benefit of the Municipality. 

The Municipality operates in an economic environment currently dominated by 
entities directly or indirectly owned by the South African government As a result 
of the Constitutional independence of all three spheres of government in South 
Africa, only parties within the same sphere of government will be considered to be 
related parties. Only transactions with such parlies which are not at arm's length 
and not on normal commercial terms are disclosed. 

1*29. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure 
that is not in terms of the conditions of an allocation received from another sphere 
of government, municipality or organ of state and expenditure in a form of a grant 
that is not permitted in terms of the Municipal Finance Management Act [Act No. 
56 of 2003), Unauthorised expenditure is accounted for as an expense [measured 
at actual cost incurred) in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of 
Financial Performance. 

1,30, IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance 
Management Act (Act No. 56 of 2003). the Municipal Systems Act (Act No. 32 of 
2000), the Public Office Bearers Act. and (Act. No. 20 of 1998) or is in 
contravention of (he Municipality's Supply Chain Management Policy. Irregular 
expenditure excludes unauthorised expenditure. Irregular expenditure is 
accounted for as expenditure (measured at actual cost incurred) in the Statement 


Page 43 



KHAI-MA MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 

of Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance, 

1.31* FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could 
have been avoided had reasonable care been exercised. Fruitless and wasteful 
expenditure is accounted for as expenditure (measured at actual cost incurred) in 
the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

1.32. CONTINGENT LIABILITIES AND CONTINGENT ASSETS 

A contingent liability is a possible obligation that arises from past events and 
whose existence will be confirmed only by the occurrence or non-occurrence of 
one or more uncertain future events not wholly within the control of the entity. A 
contingent liability could also be a present obligation that arises from past events, 
but is not recognised because it is not probable that an outflow of resources 
embodying economic benefits will be required to the obligation or the amount of 
the obligation cannot be measures with sufficient reliability. 

The Municipality does not recognise a contingent liability or contingent asset. A 
contingent [lability is disclosed unless the probability of an outflow of resources 
embodying economic benefits or service potential is remote. A contingent asset is 
disclosed where the inflow of economic benefits or service potential is probable. 

Management judgement is required when recognising and measuring contingent 
liabilities, 

1.33. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

In the process of applying the Municipality's accounting poticy r management has 
made the following significant accounting judgements, estimates and assumptions, 
which have the most significant effect on the amounts recognised in the financial 
statements: 

Post-retirement medical obligations end Long service 

The cost of post- retirement medical obligations and long service are determined 
using actuarial valuations. The actuarial valuation involves making assumptions 
about discount rates, expected rates of return on assets, future salary increases, 
mortality rales and future pension increases. Major assumptions used are 
disclosed in note 5 of the Annual Financial Statements. Due to the long-term 
nature of these plans, such estimates are subject to significant uncertainty, 

impairment of Receivable s 

The calculation in respect of the impairment of debtors is based on an assessment 
of the extent to which debtors have defaulted on payments already due. and an 
assessment of their ability to make payments based on their creditworthiness. This 
was performed per service-identifiable categories across all classes of debtors. 
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Property, Plant and Equipment 

The useful lives of property, plant and equipment are based on management's 
estimation. Infrastructure's useful lives are based on technical estimates of the 
practical useful lives for the different infrastructure types, given engineering 
technical knowledge of the infrastructure types and service requirements. For 
other assets and buildings management considers the impact of technology, 
availability of capital funding, service requirements and required return on assets 
to determine the optimum useful fife expectation, where appropriate. The 
estimation of residual values of assets is also based on management's judgement 
whether the assets will be sold or used to the end of their useful lives, and in what 
condition they will be at that time. 

Management referred to the following when making assumptions regarding useful 
lives and residual values of Property, Plant and Equipment: 

* The useful life of movable assets was determined using the age of similar 
assets available for sale in the active market. Discussions with people within the 
specific industry were also held to determine useful lives. 

■ Local Government Industry Guides was used to assist with the deemed cost 
and useful life of infrastructure assets. 

* The Municipality referred to buildings in other municipal areas to determine the 
useful life of buildings. The Municipality also consulted with engineers to 
support the useful life of buildings, with specific reference to the structural 
design of buildings. 

For deemed cost applied to other assets as per adoption of Directive 7, 
management used the depreciation cost method which was based on assumptions 
about the remaining duration of the assets. 

The cost for depreciated replacement cost was determined by using either one of 
the following; 

* Cost of items with a similar nature currently in the Municipality’s asset register; 

■ Cost of items with a similar nature in other municipalities' asset registers, given 
that the other municipality has the same geographical setting as the Municipality 
and that the other municipality’s asset register is considered to be accurate; 

* Cost as supplied by suppliers. 

For deemed cost applied to land and buildings as per adoption of Directive 7, 
management made use of on independent valuator. The valuator's valuation was 
based on assumptions about the market's buying and selling trends and the 
remaining duration of the assets, 


tniangibte Assets 
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The useful lives of Intangible assets are based on management's, estimation. 
Management considers the impact of technology, availability of capital funding, 
service requirements and required return on assets to determine the optimum 
useful life expectation, where appropriate. 

Reference was made to intangibles used within the Municipality and other 
municipalities to determine the useful life of the assets. 

For deemed cost applied to intangible assets as per adoption of Directive 7, 
management used the depreciation cost method which was based on assumptions 
about the remaining duration of the assets. 

Investment Property 

The useful lives of investment property are based on management's estimation. 
Management considers the impact of technology, availability of capital funding, 
service requirements and required return on assets to determine the optimum 
useful life expectation, where appropriate. The estimation of residual values of 
assets is also based on management's judgement whether the assets will be sold 
or used to the end of their economic lives, and in what condition they will be at that 
time. 

Management referred to the following when making assumptions regarding useful 
fives and valuation of investment properly: 

• The Municipality referred to buildings in other municipal areas to determine the 
useful life of buildings. 

* The Municipality also consulted with professional engineers and qualified 
valuators to support the useful fife of buildings. 

For deemed cost applied to Investment Property as per adoption of Directive 7, 
management made use of on independent valuator. The valuator's valuation was 
based on assumptions about the market's buying and selling trends and the 
remaining duration of the assets. 

Provisions and Contingent Liabilities 

Management judgement is required when recognising and measuring provisions 
and when measuring contingent liabilities. Provisions are discounted where the 
time value effect is material. 

Provision for Landfill Sites 

The provision for rehabilitation of the landfill site is recognised as and when the 
environmental liability arises. The provision is calculated by a qualified 
environmental engineer. The provision represents the net present value of the 
expected future cash flows to rehabilitate the landfill site at year end. To the extent 
that the obligations relate to an asset, it is capitalised as part of the cost of those 
assets. Any subsequent changes to an obligation that did not relate to the initial 
related asset is charged to the Statement of Financial Performance 
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Management referred to the following when making assumptions regarding 
provisions' 

* Professional engineers were utilised to determine the cost of rehabilitation of 
landfill sites as well as the remaining useful life of each specific landfill site. 

* Interest rates (investment rate) linked to prime was used to calculate the effect 
of time value of money. 

Provision For Staff leave 

Staff leave is accrued to employees according to collective agreements. Provision 
is made for the full cost of accrued leave at reporting date. This provision will be 
realised as employees take leave or when employment is terminated. 

Pre-paid electricity estimation 

Pre-paid electricity is only recognised as income once the electricity is consumed 
The pre-paid electricity balance (included under payables} represents the best 
estimate of electricity sold at year end, which is stilt unused. The average pre-paid 
electricity sold per day during the year under review is used and the estimate is 
calculated using between 5 and 10 days 1 worth of unused electricity. 

Componentisation of Infrastructure assets 

Alt infrastructure assets are unbundled into their significant components in order to 
depreciate all major components over the expected useful lives. The cost of each 
component is estimated based on the current market price of each component 
depreciated for age and condition and recalculated to cost at the acquisition date if 
known or to the dale of initially adopting the standards of GRAP. 

Revenue Recognition 

Accounting Policy on Revenue from Non-Exchange Transactions and Accounting 
Policy on Revenue from Exchange Transactions describes the conditions under 
which revenue will be recognised by management of the Municipality. 

In making their judgement, management considered the detailed criteria for the 
recognition of revenue as set out in GRAP 5: Revenue from Exchange 
Transactions and GRAP 23: Revenue from Non-Exchange Transactions. 
Specifically, whether the Municipality, when goods are sold, had transferred to the 
buyer the significant risks and rewards of ownership of the goods and when 
services are rendered, whether the service has been performed. The 
management of the Municipality is satisfied that recognition of the revenue in the 
current year is appropriate. 


1.34. TAXES - VALUE ADDED TAX 
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Revenue, expenses and assets are recognised net of the amounts of value added 
tax. The net amount of Value added tax recoverable from, or payable to, Ihe 
taxation authority is included as part of receivables or payables in the Statement of 
Financial Position. 

1.35. CAPITAL COMMITMENTS 

Capital commitments disclosed in the financial statements represents the balance 
committed to capital projects on reporting date that will be incurred in the period 
subsequent to the specific reporting date. 

1.36. EVENTS AFTER REPORTING DATE 

Events after the reporting date are those events, both favourable and 
unfavourable, that occur between the reporting date and the date when the 
financial statements are authorised for issue. Two types of events can be 
identified: 


• those that provide evidence of conditions that existed at the reporting date 
(adjusting events after the reporting date): and 

• those are Indicative of conditions that arose after the reporting date (non- 
adjusting events after the reporting date). 

If non-adjusting events after the reporting date are material, the Municipality 
discloses the nature and an estimate of the financial effect. 


Page 48 



KHAI-MA MUNICIPALITY 


2 . 


21 


2-2 

3. 


3.1 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 


NET ASSET RESERVES 
RESERVES 

Housing Devetopmenl Fund 
Revaluation Reserve 

Total Net Asset Reserve and Liabilities 


The Housing Development Fund was established in terms of sedion 15 (5) end 16 of the HouEing 
Act. Act 107 of 1557. The proceeds in tfiis fund ore utilised for housing development projects 
approved by ihe MEC. Any surplus/(detipE|} on Ihe Housing Department in the Statement of 
Financial Performance is transferred to the Housing Development Fund. 

I lie Revaluation Reserve is created by surplus arising from ihe revaluation of property, plant and 
equipment 

LONG TERM LIABILITIES 

Capilaii&ed Lease Liability - At amortised cost 


Less: Current Portion transferred to Currenl Liabilities 
Capitalised Lease Liability - At aiwatised cost 

Totat Long-term Liabilities - At amortised cost using the effective Interest rate method 


The obligations under finance leases are scheduled below 


Amounts payable under finance leases 
Payable within one year 
Payable within two to five years 
Payable after five years 


Loss;: Future finance obligations 
Present value of finance lease obligations 

The capitalised lease liabdity consisl out of Ihe following contacts: 


Supplier 


Description of 
leased item 


Effective Annual 

Interest rate Escalation 


Nashua 

Nashua 


MP 2851 Copier 10.72% 0% 

MP 2900 Copier 11.02% 0% 


Refer 1 q Appendix A for descriptions, maturity dales and effective interest rales of slrudured loans 
and finance 

Leases ere secured by properly, plant and equipment - Note 12 


NON-CURRENT PROVISIONS 

Provision for Rehab. limtion of landfill -sdes 
Total Non -current Provisions 


2516 

2915 

R 

R 

29 651 635 

29 936 958 

16 155 

16155 

29 635 400 

29 960 903 

23 861 635 

29 966 938 


15 5*4 


- 

10 5*4 

* 

(19 544) 

- 

(15 544) 


- 

- 

2916 

2915 

R 

R 

Minimum 

payments 


- 

10 039 

- 

IQ 039 

- 

{236) 

- 

19 544 


Lease Term 

Maturity Date 

5 Years 

69/1 1/20 1 6 

5 Years 

39/11/2016 


5 196 792 

3 341 830 

5196 702 

3 541 330 
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4.1 Landfill Sites 


2010 

R 


Balance 1 July 
Conlnbulion for i-he yea* 

Change in Provision for Rehabilitation Cos! 

Toial provision 20 June 

Lossj. Transfer of Current Portion lo Current Provisions 
Galnnte 10 Jo no 


3 341 830 
269 543 
1 565 324 


5 196 702 


5196 702 


The estimated rehabilitation casts (or each of the existing sites are based on (ho current rates for 
construction casts The assumptions used are as follows 


Area (m 3 ) 

Rehabilitation volume tm = i 
Fence (m) 

Cost of tence (Rend) 

Site Clearance (Rand) 

Excavation cost (Rand) 

Capping (Rand) 

Environmental impacl assessment (Rend) 
Application for permits 
Preliminary amd general (Rand) 

Fees and expenses (Rand) 


Pofadtter Pella 


33 265 

4 600 

43 650 

7 050 

- 

440 

- 

263 400 

- 

456 250 

- 

453 250 

993 550 

144 000 

90 000 

189 000 

17 590 

35 069 

- 

231 585 

- 

187 256 


thank 

Meilibosrarid 

1 953 

1 600 

391 

3 290 

249 

240 

146 400 

145 400 

25 389 

208 000 

25 389 

293 900 

53 590 

48 000 

180 009 

100 006 

35 000 

35 000 

70 615 

123010 

39 166 

68105 


The mumcipahly has an obligation to rehabilitate landfill sites ai the end of the expected oseMI life 
■of ihe asset Total 1 cost and estimated date of dacemmisskin of the sites ere as follows: 


Estimated 

decommission 


Location (fate 

Pofsddcr 2016 

Pella 2034 

WHbank 

Melkbo&rand ^034 

Sending Viljoensdraal 20 34 


5. NON CURRENT EMPLOYEE BENEFITS 

Provision for Rost Reiiremynt HeaHh Care Benefits 
Provision for Long Service Awards 
Cotreclten of Error - Note 37.2 

Total Non-current Employe** Be nc Firs 


F& gf Rot/rornorN Hea lth Care Benefits 

Balance 1 J-uly 
Contrehutlon for the year 
Expenditure for the year 
Actuarial LgssAGam) 

Totat provision 36 June 

Less: Transfer of Cunem PoAion te Currenl Provisions - Note 7 
Balance 36 Jutte 


2616 


R 

t 166 050 
5 53D 020 

1 056 484 

2 949 056 
1 272 709 


12 566 319 


5 Oic aot 

473 846 


5 432 649 


4 523 005 
643 536 
(142 572) 
147 652 


5 177 621 
(158 526) 


5 010 801 


2015 

R 


2 223 625 
266 548 
652 457 


3 341 83 D 


3 341 330 


Sending! 

Viljoensdraal 

420 
420 
146 
65 400 
27 300 
27 300 
12 605 
180 000 
35 oca 
55140 
24 929 


2015 


R 

1 039 460 
5 552 652 

1 691 245 

2 961 426 
1 313 207 


12 558 040 


4 411 721 
424 936 


4 635 757 


4 612 335 
053 374 
(199 440) 
(627 514) 

4 525 395 
(117 034) 
4 411 721 
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KH/U'MA MUNICIPALITY 


5,1 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 

2016 3015 

R R 

Long Service Awards 


Balance 1 July 


455 799 

422 543 

Contribution for the year 


9B IBB 

06 007 

Expenditure for Ih-e year 


(10671) 

(30 1 04) 

Actuarial Loss/(<jam) 


(14 584) 

(24 737) 

Total provision 30 June 


52E 822 

455 709 

lessi Transfer of Current Perlran la Currenl Rmivlsiinnft - Hnle J 


(52 774) 

{31 673) 

Balance 30 June 


473 846 

424 036 

Provision lor Post Relimment Health Care Benefits 

The Post Retirement Heellh Care Benelil Plan is e defined benefit plan, gt which the members are 
mode up as follows. 

In-service (employee) members 

10 

11 

In-Service- (employee) non-members 


43 

44 

Continue Iron members (e.g Relirees, widows, orphans) 


5 

4 

Total Members 


59 

59 

The liability in inspect ot past service has been estimated to be as follows: 

In-service members 


3 013Z17 

3 047 282 

Continuation members 


2 164 404 

1 401 523 

Total Liability 


5 177 621 

4 528 (305 

— ■ 

The liability m respect of periods commencing prior to iba comparative year has been estimated as 
folrows: 

2014 

2013 

2012 


R 

ft 

R 

In-service members 

3153 252 

2 492 220 

1 952 962 

Continuation members 

1 449 133 

1 451 019 

1 940 360 

Total Liability 

4 £12 395 

3 973 939 

3 793 322 


The municipality makes monthly contributions tor health care arrangements to ihu following medical 
aid schemas. 

LA Health 
Key Health 

The CurTenl-s&rvice Cost far Lhe ensuing year is estimated to be R248 53 1, whereas the I merest 
Cost tor lhe next year is estimated to bo R463 92B. 


201G 2015 

Key actuarial assumptions used: % % 

1} Rata oE interest 

Oiseounl rale {based on market yields on government bonds] 3. to% 3-EK)% 

Health Cara Cost Inflation Rale 3 21 % B „1 3% 

Nel Effective Discount Rate 0.82% 0 90% 


ii) Mortality rates 

The PA 90 ultimate table, rated- down by 1 year o! age was used by (ho actuaries. 

iil| Normal retirement age 

It has been assumed that in-service members will retina at ago 63 tor males and 5S fox females, 
which then implicitly allows for expected rates of earfy and ill-hoalih retirement, 
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KHAf-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 3D JUNE 2016 
JvJ Expected rate or salary increases 

201612017 - average CPI (Fe& 2015 - Jan 2010) * 1 per cent 
201 7)201 a - average CPI (Feb 2016 - Jan 2017} + 1 per cenl 


2016 2015 

R R 

Tne amounts recognised in the Statement of Financial Position ate as follows: 


Present value of fund obtigallons 5 1 77 < 32 1 4 523 60s 

Fai r value of plan assets 


Unrecognised past service cost 

5 177 621 

4 526 605 

Unrecognised actuarial yamsf (losses) 


„ 

Present Value of unfunded obligations 

- 

- 

Net Llabilify^assct) 

S 177 621 

4 525 £05 

Reconciliation dP present value of lund obligation: 

Present value of fund obligation at ihe beginning of ihe year 

4 52S 605 

4 612 355 

Total expenses 

560 964 

543 934 

Current service cost 

241 ooa 

241 345 

Interest Cost 

402 226 

412 025 

Benefits Paid 

(142 572) 

(109 440.) 

Actuarial (gains)flo$$«s 

147 652 

(627 514) 

Present value of fund obligation ai the end of the year 

5 177 621 

4 526 605 

Reconciliation of fair value of plan assets: 

Fair value of plan assets at the beginning of (he year 



Expected return on plan assets 

„ 


Contributions: Employer 



Contributions: Employee 

„ 


Past Service Costs 



Actuarial (gainsjAussus 

m 


Benefits Paid 

* 

- 

Fair value al plan assels at the end of the year 

. 

* 


Sensitivity Analysis on the Accrued Liability on 30 June 2016 


Assumption 
Central Assumptions 

The effccl of movement in the assumptions are as follows : 


Assumption 

Change 

Health care inDsliun 

1% 

Health care inDalron 

4% 

Post-retirement mortality 

-1 year 

Average retirement age 

-1 year 

Withdrawal Rale 

-60% 


In-service 

Continuation 



members 

members 

Total liability 


liability (Km) 

liability (Rrri) 

(Rm) 

% change 

3.0 1 3 

2.164 

5.173 



In-service 
members 
liability (Rm) 

Continuation 
members 
liability (Rm) 

Total liability 
(Km) 

% change 

3.629 

2.394 

5.623 

16% 

2.522 

1.967 

4465 

-13% 

3.116 

2.253 

5.370 

4% 

3243 

2,164 

5.407 

4% 

2 437 

2.164 

4602 

*11% 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 
Sensitivity Analysts on Current Service- and Interest Cost for the year ending an June 2017 



Current 



Service Cost 

Interest Cost 

Assumption 

{*> 

m 

Central Assumptions 

The effect al movements in Ihe assumptions are as lollows: 

243 600 

463 600 


Total (ft) 


712 500 


5.2 


Assumption 

Change 

Current 
Service Cost 
(R| 

Interest Cost 

m 

HeaHh care inflation 

1% 

307 000 

540 eoo 

titeahh care inflation 

-1% 

203 100 

401 300 

Post-retirement mortality 

-1 year 

257 200 

481 500 

Average refinement age 

■ t year 

253 200 

434 300 

Withdrawal Rate 

-50% 

134 400 

411 500 


Expedience adjustments were calculated as fellows. 

Liabililtes: (Gain) floss 
Assets Gem ((loss) 

The adjusiments in respecl of periods commencing prior to the comparative year has been 
estimated as follows.: 

2014 

Rm 

Liabilities: (Gam} f loss (0.046} 

Assets: Gain f (less) 

Provision for Long Service Bonuses 

The Long Service Bonus plans are defined benefil plans. As ai year end. 53 employees were 
eligible fen Long Service Bonuses. 


The Current-service Cost for ihe ensuing year Is estimated lo be R65 7 15 whereas ihe Intercsl Cost 
fat the next year is estimated to be R42 335 


Key actuarial assumptions used 
l) Rale of Interest 


Discount rate 

General Salary Inflation (long-term) 

Net Effective Discount Rate applied lo salary-rolled Long Service Bonuses 


The amaurils recognised in the Statement of Financial Position are as follows: 

Presonl value ol Fund obligations 
Fair value of plan assets 


Unrecognised pasl service cosl 
Unrecognised actuanaE gainsfoosses) 
Presen! value ol unfunded obtigations 

Not liabitilyfta^set] 


Total (R) 

% change 

347 300 

19% 

604 400 

-15% 

733 700 

4% 

743 000 

4% 

505 300 

-16% 

2013 

2015 

Rm 

Rm 

0.143 

(0.623) 


2013 

2012 

Rm 

Rm 

0-014 

0 253 


- 


2016 

2015 

% 

% 


3.45% 

3.04% 

7.12% 

7.03% 

1.25% 

0.90% 

2016 

2015 

R 

R 

526 02 2 

455 709 

52£ 622 

455 709 

526 622 

455 709 
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KHAE-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 60 JUNE 2016 


Reconciliation &( present value or fund obligation.: 

Present value of fund obligation at ibe beginning of the year 
Total expenses 

Gufrent service cos! 

Interest Cost 
Berielils Paid 

Acluaiial (gainsj/msses 

Present value of fond obligation at ihe end of ibe year 

Reconciliation of fair valuer of plan assets: 

Fan value o! plan assets at Ihe beginning of me year 

Expected return pn plan assets 

CcHitrittetion: Employer 

CofiErrbuEion: Employee 

Pest service costs 

Actuarial {gains) Agsses 

BeneEils paid 

Fair value of plan ass#S at Ibe end ol the year 

Sensitivity Analysis on the Accrued Liability on TO June 2Q16 


Assumption 

Central assumptions 
General salary mltetion 
General salary inflation 
Average reliiemenl age 
Average retiremenl age 
Wiinflrawal rates 


2016 201 5 

R R 


455 709 422 543 

&5 497 57 906 


00 70S 

55 40B 

35 350 

32 519 

(10 671) 

(30 104) 

(M 504) 

(24 737) 

626 022 

4 55 703 

- 

- 

- 

- 


Change 

Liability ERm) 

% change 


0.527 


1% 

0,559 

6% 

-1% 

0.497 


■2 yrs 

0,460 

-9% 

2 yrs 

0.565 

7% 

-50% 

0 665 

21% 


Sensitivity Analysis on Current-Service and Interest Cost for tbe year ending 30 June 2016 


Current 



Service Cost 

Fnteiost Cost 

Assumption 

(R) 

(R) 

Cenlral Assumptions 

1 be eilect ol movements in ihe assumptions are as follows. 

60 BOO 

65 400 


Total |R} 
9&2M 


Assumption 



Current 





Service Cost 

Interest Cost 



Change 

(R) 

|R) 

Total <R) 

% change 


General salary inflation 

1% 

General salary inflation 

-1% 

Discount rate 

1% 

Oisco-unt rate 

-1% 

Posi-retirenaeni mortality 

year 

Average retiremenl age 

-1 year 

Withdrawal Rate 

-50% 


66 100 

67 000 

103 900 


56 000 

33 200 

39 200 

-7% 

56 400 

67 200 

93 600 

-6% 

05 600 

33 300 

99 100 

6% 

54 000 

32 400 

07 200 

■9% 

63 B00 

30 100 

101 900 

&% 

64 100 

44 QO0 

120 100 

36% 
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KHAl-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201 $ 
Sensitivity Analyst cm Currcnl-S civic® and Interest Cost forth® year ending 30 Juno 2017 

Current 

Service Cost Interest Cost 

IBJ (ft) Total (R) 

Assumption 

Central Assumptions 50 700 42 300 10B0QQ 

The effect 0 ! movements in Ifte assumptions are as follows: 



Change 

Current 
Service Cost 

{R> 

Interest Cost 

<R> 

Total (R) 

% change 

Assumption 

General salary Inflation 

1% 

71 100 

45 100 

116 200 

6% 

General salary inflation 

■ \% 

60 900 

39 600 

100 700 


Discount 1 ale 

1 % 

St 200 

44 400 

105 600 

-2% 

Discount rale 

■ 1% 

70 800 

39 900 

110 700 

2% 

Post-retirement modality 

-1 year 

59 200 

33 400 

97 600 

-10% 

Average retirement age 

’1 year 

60 100 

45 600 

114 700 

6% 

Withdrav/ai -Rale 

-50% 

83 400 

£1 600 

140 200 

30% 


2016 2011 

, ft R 

Experience edjuermenls were calculated as follows 

Liabilities: {Gain) i loss {13 sb4j. (24 737) 

Assets Gain f (loss) 

The municipality performed Itieir first actuarial valuation on 30 June 201 5 Thus 
there are no experience adjustment figures available on or hefore 30 June 2015 
Iq futly comply with GRAP 25. 

Retire me nt funds 

The Municipality requeued detailed employee and pensioner information as well as information on 
the Municipality's share ol Lhe Pension and Retirement Funds' assets from the fund administrator 
the fund administrator confirmed lhal assets of the Pension and Retiiernenl Funds are not split per 
participating employer, Therefore, the Municipality is unable to determine die value of ihe plan 
assets as defined in GRAP 25, 


As pan nr (he Municipality's process tu value ihe defined benefit liabilities, die Municipality 
requested pensioner data Irom ihe fund administrator. The lund administrator claim that the 
pensioner data to be confidential end were not wiriing io share the information with jhe Municipality. 
Without detailed pensioner data Ihe Municipality was unabfe Iq calculate a reliable eslimate ot die 
accrued liability in respect of pensioners who quality for a defined benefit pension. 

Therefore, although the Cape Joinl Retirement Fund is a Mulfi Employer fund defined as defined 
benefit plan, il will be accounted Tor as defined contribution plan. All the required disclosure has 
heen made as defined in GRAP 25.31 . 

CAPE JOINT PENSION WHO 

The conlribuhen rate payable is 9%, by the members and 18% by Council, The last acluarial 
vacation performed for the year ended 30 June 2014 revealed lhat me tond has a funding level of 
153,1% (30 June 2QH - 101.7%). 


Conlribulions paid recognised in the Statement of Financial Performance 


469 988 


427 325 


KHAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 

2016 2015 

R R 

OpfUiYEP CONTR I BUTION FUNDS 

Council canlribuie la the Government Employees Pension Funo. Municipal Council Pension Fund, 
li.iATU Retirement Fund end SAMWLr Naiionai Provident Fund which are deiined contribuBon 
fends. The retiremenl benefd fund is subject to Ifne Pension Fund Ad. 1050, with pension being 
calculated on the pensionable remuneration paid. Currenl contributions by Council are charged 
against expenditure on iJhe basis of curie ni service coals 


Contributions paid recognised in Ibe Statement o( Financial Performance 


6. 


7. 


7.1 


7.2 


National fund For Municipal WorLtus 
SAMWU National Provident Fund 


consumer DEPOSITS 

Water and Eleelneity 
Total Consumer Deposits 

the (air value of consumer deposits approximate their carrying value. Interest is nol paid on these 
amounts, 


Consumer deposits arc paid by consumers on application for now and electricity connections. The 
deposits are repaid when the electricity conneclions fire terminated. In oases where consumers 
rfefaull on (heir accounts. Council ulilizes the deposit as paymenl for Ifoe outstanding account. 

CURRENT EMPLOYEE BENEFITS 

Staff Ron uses 
Staff Leave 

Currenl Portion of Non-Curren i Employee Benefits 

Currenl Portion of Post Retirement Benefits - Note 5 
Currenl Portion of Long-Service Provisions - Nate 5 

Total Provisions 

The movement in currenl provisions are reconciled as follows; 

Staff flofiuses 


Balance at begriming of year 
Contribution lo current portion 
Expenditure Incurred 

Balance at end of year 

Genuses are being paid lo all municipal staff, excluding secliati 57 employees The balance at year 
end rcpresenl I he portion of the bonus ihal have already vested for the current salary cycle. There 
is no possibility of reimbursement 

Staff Lyava 

Bala nce at begrnning of year 
Contribution lo currenl portion 
Expenditure incurred 

Balance at end of year 

Staff leave accrued la employees according ig collective agreement. Provision is made Tor the full 
cost of accrued leave ai reporting date. This provision will be realised as employees lake leave 
There is no possibility of reimbursement 


4$ 154 

45 036 

521 660 

529 122 

570 535 

575 060 

05 542 

50 556 

95 542 

E6 536 


252 361 

246 205 

1 133 64& 

040 723 

211 504 

143 757 

156 520 

117 064 

52 774 

3t073 

1 647 502 

1 335 335 


246 205 

255 200 

544 100 

541 615 

(535 004) 

{550 610) 

252 361 

246 205 


040 723 

655 230 

401351 

172 476 

(155 226) 

(66 002) 

1 133 G4B 

040 723 
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KHAI-MA MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE TEAR ENDED 30 JUNE 201 6 


8 . 


10, 

10.1 


10.2 


10.3 


PAYABLES FROM EXCHANGE TRANSACTIONS 

Payments received In advance 
Ralentions 
Ollier Creditors 
Cwreclion of Error - Hole 35.1 

Tola! Trade Payables 

Payables are being recognised net of any discounts 

The carrying value of Irade and olhef payables approximates its fair value. 

All payables are unsecured 

unspent conditional government grants and receipts 

Unspent Grams 

Nalmnal Governmem Grams 
Provincial Government Grams 
DiSlrict Municipality 
Other Sources 

Less: Unpaid Candilipnal Government Grants and Receipts 

National Government Grants 
Provincial Government Grants 
District Municipality 
Other Sources 

Total Con cf itianal Grants and Receipt 


See appendix "E" Tor neconddlati&n oF grants from oilier spheres of government. The Unspent 
Grams, are cash-bacXed by term deposits The municipality complied wiih the oandiliorts aitached lo 
all grams received to the extern of revenue recognised. No grants wire wdlilield. 


Unspent grants can ritarnty be attributed to prajeds that are work in progress on ihe relevant 
financial year-ends. 

TAXES 

VAT Payable 

VAT oulptil in suspense 

Less: Gomnbulion lo provision for impairment ol trade receivables from exchange transactions 

Total VAT Payable 


VAT Receivable 
VAT impel in suspense 

Total VAT Receivable 

Total Net VAT Roeaivablof(Payab1&| 


2516 

2515 

R 

R 


69 909 

□ 1 099 

- 

924 657 

16 404 364 

1 1 564 077 

* 

100 025 

16 5S4 274 

12 629 453 


4 170 767 

4 DOS 930 

4 022 905 

3 739 067 

65 116 

65 1 16 

* 

94 234 

62 657 

09 021 

- 

* 

* 

- 

4 170 767 

4 090 530 


{75 4 97} 

(0 096) 

{3 622 102} 

(2 967 391) 

4 330 464 

3 320 072 


*40 605 344 535 


344 033 

793 314 

1 550 407 

1 073 293 

1 694 430 

1 066 607 

2 335 366 

2211 192 


VAT is payabta on Ihe receipts basis. VAT is paid over to $ARS only once payment is received from 
debtors 


11, SH ORT-TE RM LOANS 


The Municipality bas no shod term loans. 
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KKAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 


2010 2D 15 

R R 

12-3 Expenditure recognised 111 the carrying amount of property, plant and equipment In the 
course ef its construction: 

Infrastructure A 405 5 701 08 0 

Community Assets 87 613 a? 613 

■Other 


A 403 560 5 780 602 


12.il Assets pledged as security; 


Leased Property. Plant and Equipment of RQ (20 15 ; R 8 332} Is secured for l&as^s as set oul in 
Noto3 


12,5 Details oF Valuation 


Land and Buildings were revalued on 1 July 2013 by an independent valuer. DDP Valuations, Fair 
values were determined try reference [g observable prices in tbs active market or recent markei 
transactions on arm's length trancadtions Land and Buildings are revalued every 5 years 


The book value ql Property. Plain and Equipment would have been R02 438 676 (2015: R80 771 
296). H no revaluation tuck place. 

Reconciliation ul revaluation surplus: 


Opening balance 

26 966 903 

30 165 402 

Movement for ibe period 

(134 423) 

(225 469) 

Closing balance 

26835 400 

29 609 663 

Contractual commitments for acquisition of property, plant and equipment: 

Approved and contracted for: 

5 014 211 

1 021 607 

Infrastructure 

5 014 211 

701 B97 

Community 



Giber 

- 

319 790 

Total 

6 014 211 

1 021 607 

This expenditure will be financed from: 

Government; Grams 

5 014 211 

1 021 087 

Total 

5 014 21 1 

1 021 687 

INVESTMENT PROPERTY 

Net Carrying amount at 1 July 

1 524 388 

336 230 

Cosl 

1 543 495 

319 145 

Correction of Error - Note 35.3 


30 000 

Accumulated Depreciation 

(10 607} 

(12 015) 

Accumulated Impairment Loss 

- 


Transfer fronVfto) Inventory - Note 15 

- 

1 194 350 

Cost 


1 194 350 

Accumulated Depreciation 

- 

- 

Depreciation for the year 

(5 662) 

(5 092) 

Disposals 

(116 300) 

- 

Net Carrying amount at 30 June 

1 400 666 

1 524 868 

Cost 

1 425 195 

1 543 465 

Accumulated Depreciation 

(24 299) 

(18 607) 

Accumulated impairment Loss 

- 

- 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 3016 

Tlwe are no reslnctions on |he realisobility of Investment Property or the; remittance of revenue and 
proceed^ ol disposal . 


There ore no contractual obligation to purchase, conduct or develop investment pjoperiy or for 
repairs, maintenance or enhancements. 


U. INTANGIBLE ASSETS 

Net Carrying amount at 1 July 
Cost 

Accumulated Amortisation 
Accumulated Impairment Loss 

Acquisitions 

Amprlisalton 

Net Carrying amount at 30 June 

Cost 

Accumulated Amodisalton 
Accumulated Impairment Loss 

No intangible asset were as&ed having' an indefinite useful life 

There are no internally generated intangible assets at repelling dale. 

There are no intangible assets whose flue Is resisted. 

There age no Intangible easels pledged 35 security for liataldres 

1 here are no contractual commitments for ihe acquisition of intangible assets 

15. INVENTORY 

Housing - Inventory held fpr transfer 
Materials - Pipes 
Consumable Stores 
Water - At puriitoalwn cost 

Total Inventory 


The munici paldy recognised only purification costs in respect a! nan-purchased pur Hied water 
inventory. 

Materials wrtLicn down due to tosses os tdeniined during ihei annual stores counts. 

Materials - Housing Project 


No inventory assets were pledged as security tor liabilities. 

16. REC El VA BLES FROM E XCHA NGE TRAN FACTION S 

Electricity 

Walcr 

Refuse 

Sewerage 

Recognition - Water debt 
Recognition - Electricity debt 
Recognition - Sewerage debt 
Other Arrears 

Total: Receivables from exchange transactions [before provision) 
Less: Provision for Debt impairment 

T Ota!: Rcc e Ivables from exchange transactions (afte r provlsio n ) 


2016 

2015 

R 

Ft 

159 569 

225 327 

498 434 

492 194 

[330 705) 

(266 867) 

1 & 730 

6 240 

(73 439) 

(71 890} 

194 960 

159 669 

317 214 

498 434 

{412 254} 

(330 T65) 

194 606 

194 60S 

231 393 

349 375 

30199 

20 006 

456 198 

$72 546 


900 

* 

900 

1 320 495 

1 349 641 

29161 331 

21 937 594 

3 359 933 

2 770 368 

3616 313 

2 991 120 

214 268 

357 599 

114 672 

116 367 

923 

4 301 

211 164 

490 009 

38 90S 343 

30 918 159 

(36 560 311) 

(20 279 281) 

1 445 037 

1 730 870 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 


Consumer debtors are are payaWe wiiiiin 30 days. Thus cradii period granted rs constderert la be 
consistent ™ih Lhe terms used in me public sectrn, ihnougb established praciioes and legislation 
Discounling oT consumer debtors are not performed rn terms of G RAP 104 on initial recog mlrgn 


zoie 

R 

fOedncityJ. fitteftm 


Cunrenl (0 - 30 days) 244 856 

31 -60 Days BO 100 

61 - SO Days 3& 505 

*00 Days 565 035 


T ® tar 1 326 405 


{Wntcri: Amino 

Current (0 - 30 days) 079 393 

31 -60 Days 03 1 323 

61 - 00 Days 024 103 

# 90 Days 27 q 2 6 055 


Totaf 29164 381 


{Re f use);. Awing 

Cuiren* to - 30 days] bo e 1 & 

31 *60 Days 67 029 

31 -30 Days 63 470 

* 90 Days 3 139 619 


3 359 933 


L ■? <■' .v ‘.vagej : Ageing 


Current (0 - 3Q days) 1 1 1 S63 

31 ■ 60 Days 73 5^9 

61 - 90 Days 69 260 

+ MOays 3 361 091 


T o^' 3 616 313 


Summary o f Debt ors by Customer C lass ilieal ion 


30 June 2016 
Current (0 - 30 rigy&l 

31 ■ 60 Days 
6 1 - M Days 
+ 90 Days 

Subtotal 

Loss: Provision for Debt Impairment 
Total debtors by customer class if teal ion 


National and 

Industrial Provincial 
Residential Commercial GowammEnl 


949 914 161 300 39 196 

787 960 44 613 22 590 

960 353 21 666 14 011 

34 264 123 610 533 137 356 


36 902 360 333 315 204 653 


2015 

R 


266 545 
97 307 
82 566 
903 223 


1 349 641 


623 053 
463 622 
502 794 
20 343 425 


21 937 894 


78 526 
57 394 
53 903 
2 580 542 


2 770 36 E 


96 496 
67 959 
62 029 
2 764 634 


2 991 120 


Total 


1 141 410 
355 186 
996 235 
35 012 516 


33 005 34S 
(33 560 31 1} 

1 445 037 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 

Summary of debtors by Customer Classification 

National and 

IfidusErialJ Provincial 

Residential c ommerclal Government 

Tolat 

30 June 26 IS 

Current (0 - 30 days) ^ 935 934 155 703 

31 ■ 60 Days 614 230 55 602 

61 -00 Days 643 159 41 90 Q 

* 00 Days 25 908 64S 466 845 

24 830 

12 760 

It 790 

64 067 

2 1 15 470 
G32 570 
696 757 
26 522 363 

SuB-lolel 29 161 960 721 900 

114 239 

30 01&159 

Le&si Provision for Debt Impairment 


(28 279 281 S 

Total debtors by customer classification 


1 738 876 

Reconciliation of Provision lor Debt tmofltfrncnl 

2016 

R 

2015 

R 

Balance ^beginning of year 

Contribution fo provision 

VAT on provision 

Bad E>ebt& written off against prevision 

Reversal of provision 

26 279 291 

7 268 013 

1 017 592 
(5 975) 

23 502 685 

6 1S1 060 
065 350 
(2 269 022) 

Balance at end of year 

36 560 311 

28 279 281 

The provision for doubtful debts on debtors (loans and receivables) exisls due to the possibility that 
not all debls wall be recovered Loans and receivables were assessed individually and grouped 
together al the Slatemenl of Financial Position dale a$ financial assets with similar credit risk 
characteristics and collectively assessed for impairment 



Concenlralwns of credil risk wlh respect to trade receivables are limited due to the munlcapality's 
large number of customers. The municipality's historical experience in collection ol trade 
receivables (alls vAlhixi recorded allowances Due to these factors,, management believes (hat no 
additional risk beyond amounts provided for colrotlion losses is inherent in the municipality's trade 
receivables 



RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 



Taxes - Rales 

Other Receivables 

Suspense Accounts 

3 1 79 641 

268 762 

91 220 

2 004 135 

1 778 160 
81 186 

Less: Provision for Debl Imoainnenl 

Total Receivables from non-cxchange transaction® 

3 639 022 
{3 021 755) 

517 B68 

4 543 481 
(2 594 706) 

1 348 777 

The fair value of oilier receivables approximate their carrying value 



Rales debtors are are payable within 30 days. Thus credit period granted is considered lo be 
consistent with the terms used in the public sector, through established practices and legislation. 
Discounting of rales debtors are not performed in terms of GRAP 104 on initial recognition 



fRafOSjr Aaoinq 



Current {0 - 30 days) 

61 - 00 Days 

61-90 Days 
+ 9Q Days 

93 079 

46 912 

53 013 

2 906 038 

71 117 
32415 
40 516 

2 54Q 086 

Total 

3 179 B41 

2 684 135 
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MOTES OW THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 


Summary ol Debtors (R at es) fry Customer Classification 


3D Juno 2016 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Sub’tclsl 

Less: Provision! for Deb! Impairment 
Total debtors fry customer classification 



Industrial! 

Residential 

Commercial 

79 631 

13 966 

42 ISO 

4 731 

40 292 

4 693 

2 894 7S2 

85 043 

3 064 905 

100 435 


Nanonm arm 

Provincial 

Government 

Tout 

30 

93 679 

30 

46912 

28 

53013 

6213 

2 986 036 

6 301 

3179 641 

(3 021 755) 

157 806 


Summary nf Dob-tors [R at es J by Custom er Classification 


30 June 2015 

Current (0 - 3D days) 

3t - BD Days 
01 -90 Days 
+ 90 Days 

Sub- tola I 

Less: Provision for Detri impairment 
Tfflal debtors by customer classification 



Industrial! 

Residential 

Commercial 

61 547 

9 525 

29 410 

2 955 

37 540 

2 932 

2 449 142 

83 431 

2 577 645 

98 893 


National and 

Provincial 

Gove rn me nl 

Total 

44 

71 117 

44 

32415 

44 

40 510 

7 464 

2 540 086 

7 596 

2 664 135 

(2 594 703) 

E9 431 


Reconcil iat ion of Provision lor Debt Impairment 


2016 2015 

R R 


Balance el beginning of year 
00111013011041 to provision 
Bad Debts written off against provision 
Reversal of provision 

Balance a| end of year 

The total amount of this provision is H 3 031 755 and consist of. 

Taxes 

Other 

Total Provision for Debt Impairment on 1 rsde Receivables from non-exchange transactions 

r he provision for doubtful debts on debtors (loans and receivables) exists due la trie possibility that 
not an debts unit he recovered. Loans and receivables ware assessed individually and grouped 
together al the Statement of Financial Position dale as financial assets with similar credit nsk 
characteristics and collectively assessed for impairment 


2 594 703 1 436 942 

427051 1 155 761 


3 021 765 

2 594 703 

3 021 755 

2 594 703 

3 021 755 

2 594 703 


Concenlrslions of aedrl risk vnlri respecl to irade receivables are limited due to Ihe municipality's 
large number of customers The mumcipa lily's historical experience in collection gi trade 
receivables falls vnlriin recorded allowances Due to these lectors, management believes that no 
additional risk beyond amounts provided for collection losses is inherent in Ibe municipality's hade 
receivables 


The outstanding lines receivable balance aL year end is reduced to its recovers bte amount by 
recognising a provision for impairment against ihe receivable raised This is considered io be a 
subsequent event. The provision Ter impairment Is based on current and past collection rates 
applicable to lines. 
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MOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 
IS, OPERATING. LEASE ARRANGEMENTS 


1B.1 The Municipality as Less or 


2016 2015 

R R 


16, 


16.1 


Operating Lease Asset 


Al the Statement of Financial PasiiLon date, where the municipality acts as a lessee under operating 
leases, 11 wilt pay operating lease expenditure as follows: 

Up to 1 Year 
1 Ed 5 Years 
More than 5 Years 

Total Operating Lease Arrangements 


This operating lease expenditure determined Irom contracts thal have a specific condition 
expenditure and does not indude leases which has a undetermined conditional expenditure, 

1 he teases are in respect at land and bu ildings being leased out for pervious ranging unlil 2Q21 

BANK ACCOUNTS 

Cash and Cash Equivalents 

Current Accounts 
Call investments Deposits 
Cash Floals 

Total Cash and Cash Equivalents ■ Assets 

Cash and cash equivalents comprise cash held and s horl term deposits 1 ha carrying arnounl of 
ihese assets approximates their fair value, 

Cali investments Deposits to an amount of R 1 086 534 are held to fund the Unspent Conditional 
Grams (26 15; R 165 553}. 

The municipality has Lhe following hank accounts: 

Current Accounts 

Slondard Bank limited - Account Number 04 185 0173 (Primary Bank, Account) 


The Municipality has a bank overdraft lacibty or R800.000. 

R4EHLGD0 of lhe call eocounl balance is pledged as security for the overdraft facifity. 

Galt Inve stm ent Deposits 

Stantfatd Bank Limiled - {Water Suppty Pptarfder (067)); 

Standard Bank Limiled - (Housing fund (007}) 

Standard Bank limited - (LGSETA (007)); 

Standard Bank Limited ■ (General Deposit). 

Standard Bank Limited - {Build ol 184 Houses (017)) 

Standard Bank. Limiled - {Municipal Infrastructure Gram (01 5)} 

Standard Bank - (DOE ■ Upgrading of Elecirieily}; 

Standard Bank Limiled - {Municipal Systems improvement Grant) 

Standard Bank Limiled (EPWP - Brick Making Project}' 


126 037 

153 110 

202 634 

164 246 

- 

84 209 

328 671 

341 565 


43 906 

224 717 

1 4&E 534 

565 553 

too 

100 

1 636 543 

730 370 


43 906 

224 717 

43 606 

224 717 


6 750 

5 750 

15 309 

15 306 

33 392 

33 392 

400' 000 

4t)0 003 

173 

173 

337 554 

1 521 

- 

235 321 

G33 30G 

(186 662) 

60 050 

BO 050 

1 4&G 534 

50 5 553 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 3d JUNE 2D IB 

Details of currant account is as follow: 


Standard Batik Limited- Account Number 04 1S5 0173 (Primary Bank Account} 
Cash book balance al beginning of year 
Cash book balance al end cf year 

Bank statement balance ai beginning of year 
Bank slatemenl balance al end cl year 

Details of call investment accounts are as follow. 

Standard Bank Lfrmfctf ■ (Water Supply P of adder (007)}: 

Cash book balance as beginning of year 
Cash book balance at end of year 


Bank statement balance at beginning of year 
Bank statement balance at end of year 

Standard Bank LiWerf - (Housing fund {007}): 
Cash book balance at beginning at year 
Cash book balance at end of year 


Hank statement balance at beginning of year 
Bank statement balance at end of year 

Standard Bank Limited - ( LGSETA {007}}: 
Cash book balance at beginning of year 
Cash book balance .hi end of yea? 

Bank statement balance al beginning of yeai 
Bank statement balance at end of year 


Standard Bank Limited - (General Deposit}: 

Cash book balance ai beginning of year 
Cash book balance al end of year 

Bank statement balance ai beginning of year 
Bank statement balance al end of year 

SfflWCtortf flan* Limited - (Build of 1S4 Houses (017)): 
Cash book balance al beginning of year 
Cash book balance at and of year 

Bank slate ment balance at beginning of year 
Bank statement balance at end of year 


Standard Bank Limited - (Municipal Infrastructure Grant (01$)): 
Cash book balance al beginning of year 
Cash bock batanoo at end of year 

Hank statement balance at beginning of year 
Bank statement balance at end of year 

Standard Bank - (DOE - Upgrading of Electricity): 

Cash book balance at beginning or year 
Cash book balance at end of yea r 

Bank statement balance at beginning or year 
Bank, statement balance at end of year 


2016 

2015 

R 

R 

224 717 

12 351 

43 909 

224 717 

203 932 

3S 343 

50 779 

203 932 


6 750 

6 750 

3 750 

6 750 

6 750 

6 750 

6 7S9 

6 750 


15 339 

15 369 

15 309 

15 369 

t5 309 

15 369 

15 309 

16155 

33 392 

43 121 

33 392 

33 392 

33 392 

33 392 

33 392 

33 392 

260 600 

200 000 

400 000 

400 606 

200 000 

200 606 

400 000 

400 000 

173 

697 759 

173 

173 

(1 355 063) 

1 241 996 

173 

(1 365 603) 

1521 

2750 414 

337 554 

1 521 

3 670 352 

5 021 293 

337 554 

3 076 352 

235 321 

735 321 

- 

235 321 


797 669 

“ 

’ 


Page t?6 


K HAW MUNICIPALITY 


20 . 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201G 



2016 

2016 

S tandard Bank Limited - (DMB : Electricity Efficiency Deman d Side Managsm cn t} i 

R 

R 

Cash book balance at beginning of year 

2 757 230 

2 757 230 

Cash book balance at end or year 

- 

- 

Sank stalemonl balance at beginning of year 

2 757 230 

2 757 230 

Sank statement balance at end pF year 

- 


Standard Bank Limited - (Municipal Systems improvement Grant): 

Cash book balance al beginning of year 

475 254 

475 204 

Cash book balance at end of year 

633 306 

(186 962) 

Bank statement balance at beginning of year 

313 038 

313 038 

Bank statement balance at end of year 

633 306 

663 315 

Standard Bank Limited *■ (EPWP ■ Stick Making Project): 

Cash book balance at beginning of year 

65 600 

65 660 

Cash book balance at end of year 

50 050 

60 650 

Bank statement balance at beginning or year 

50 050 

60 650 

Rank statement balance at end of year 

PROPERTY RATES 

60 050 

76 366 

Actual 

Rateable Land and Buildings 

13 030 607 

13 042 705 

Residential Property 

2 82D 205 

2 634 C03 

Commercial Property 

633 416 

7&? 554 

Agricultural Purposes 

10 075 980 

9 432 833 

Slate - National/ Provincial Services 

200 925 

l&fi 126 

Loss: Rebates 

(10 726 649) 

(10 042 434} 

Total Assessment Rates 

3 203 756 

3 000 272 

Valuations ■ 1 July 2015 

Rateable Land and Buildings 

068 100 755 

968 192 755 

Residential Property 

200 020 225 

199 550 405 

Commercial Property 

39 312 000 

39 782 060 

Agricultural Purposes 

714 606 530 

714 603 350 

State x National/ Provincial Services 

14 230 000 

14 25Z 060 

Less: Income Forncne 

- 

(760 790 455) 

Total Assessment Rates 

3681 90 758 

207 402 300 


The applicable fates- tha( are applied to property valuations to determine assessment rates are as 
follows:- Agricullu-ral lend -O dOOTifl *1 cenlsper rand, land and Improuements -0.0141 cents per rand 
A discount of 10% was granted to me Sole. 


Rales are levied annually and monthly, Monthly rates are payable by |he 30Lh of Ihe fallowing 
month, interest is levied ai the prime rate plus 1% on outstanding monthly Instalment. 

Assessmenl Rates are levied On Ihe value of land and improvements, which valuation is performed 
every 4 years The Iasi valuation came into effect on i July 2013. 
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2016 2015 

FE R 

2 i - GOVERNMENT G RANTS AND SUBSIDIES 


Unconditional 


Equitable Share 

14 762 000 

13 &21 000 

Conditional 

9 268 671 

21 446 743 

Grants and Donations 

9 268 671 

21 446 743 

Other 

- 

- 

Total Government Grants and Subsidies 

24 050 671 

35 267 743 

Government Grants and Subsidies - Operating 

18 046 470 

19 696 494 

Government Grants and Subsidies - Cap;Lar 

6 904 193 

15 571 249 

Total Government Grants and Subsidies 

24 050 671 

35 267 743 

Revenue recognised per vote as required by Section 123 (e) of me MFMA: 



Equitable Share 

14 782 000 

13 821 090 

Grants and Donations 



Executive and council 

50 191 

95 011 

Oudgel and treasury oHlcq 

1 920 202 

1 977 991 

Corporate Services 

32 9 9 El 


Community and social services 

1 035 006 

265 099 

Housing 



Sporl and recreation 


718 307 

Waste Water Management 


2 495 970 

Road Transport 

4 504 699 

11 130 954 

Waler 

225 996 

612 632 

Electricity 

1 499 494 

4 130 269 

Total Government Grants and Subsidies 

24 059 671 

35 267 743 


21.1 Equitable Share 


Opening balance 



Correclkifi of Error 



Grants received 

11 043 990 

13 821 900 

Interest received 

, 


Repaid to National Revalue Fund 

3739 900 

■ 

Conditions met - Operating 

(14 782 090) 

(13 821 000) 

Conditions met - Capital 


* 

Conditions still to be met 

The Equitable Share is the unconditional share of the revenue raised nationally and Is bemg 
allocated in terms of Setup n 2 14 of the Constitution {Act 103 of 1996) to the municipality by lit? 
National Treasury. 



Local Government Financial Management Grant [FMG1 

Opening balance 



Gorreclicifl of Error - Note 37.6 



Grants received 

1 809 900 

1 300 609 

interest received 

, 


Repaid to National Revenue Fund 



Conditions met - Opeialing 

(1690 Q(KI) 

{1 766 365) 

Conditions meg - Capital 

* 

(31 635) 

Conditions still to be met 

- 

- 


The Financial Management Gram is pa;d by National Treasury to municipalities to help implement 
the financial reforms required by the Municipal Finance Management Act (MFMA). 2003. The FMG 
Grant also peys tor Ihe cost of the Financial Management Iniornshrp Programme (e.g. salary costs 
of me Financial Management Interns) 
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21.3 


21,4 


21.5 


216 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 


Mu nicipal Svslltms Improvo irii nl GrjnltMSlGl 

Opening balance 
Correction of Error 
Grants received 
inleresl received 

Repaid to National Revenue Fund 
Conditions met - Operating 
Conditions met - Capital 

Conditions still lo be mot 

The Municipal Systems improvement Gram was used for building in- house capacity to perform 
municipal functions and stabilise institutional and governance systems. 

Municipal Inlrast ru- CIUTC GranUMlGl 

Opening balance 
Correction of Error 
Grants received 
Interest received 

Repaid in Nationar Revenue Fund 
Conditions met - Operating 
Conditions met ■ Capital 

Conditions still lo be met 

The Municipal Infrastructure Grant was used to upgrade infraslruclure in previously disadvantaged 
areas. 

Inioj j rated National Elacl r iflcation Giani 

O poning balance 
Correction ol Error 
Grants received 
Interest received 

Repaid lo National Revenue Fund 
Conditions mel - Operating 
Cpndtifons reel ■ Capiial 

Condi hons still to be mei 

1 ha National Electrification Gran) was used for electrical connections m previously disadvantaged 
areas. 

Ene rgy Efficiency and Dema nd Si de Management 

Opening balance 
Correction of Error 
Grants received 
interest received 

Repaid to National Revenue Fund 
Conditions met ■ Operating 
Conditions mol - Capital 

Conditions still to tie m el 

The grant was used for energy saving projects 


2016 

2015 

n 

R 

663315 

475 204 

&30 000 

934 000 

(663 DOQ) 

(475 0005 

(170 463) 

(209 513) 

- 

(61 376) 

759632 

663 315 


3 076 352 

5 021 293 

7 666 600 

3 376 000 

(3 076 000) 

* 

- 

(1 160 155) 

(4 504 699) 

(9 160 787) 

3 163 653 

3 07fi 352 


1 500 000 

797 669 

(1 490 494) 

{797 689) 

506 

- 


- 

2 757 23Q 

305 MO 

- 

(225 996) 

(1 696 907) 

- 

(1 060 323) 

79 004 

- 
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21.7 Accelerated Community 1 11 Tf astf UCtu re Programme 

Opening balance 
Correction q! Error 
Grants received 
Interest received 

Repaid lo National Revenue Fund 
Conditions eiseI - Operating 
Conditions met - Captial 

Conditions slill lo be met 

The grant was used lo finance infrastructure niogrammes. 

21® Library Grant 

Opening balance 
Correction of Error 
Grants received 
interest received 

Repaid to National Revenue Fund 
Conditions met - Qperali nq 
Conditions me! - Capital 

Conditions still to be me! 

The grant was used lo provide Library services lo ihe community. 

21$ P rovincial Infrastructure Grant 

Opening balance 
Correction of Error 
Grants received 
Interest received 

Repaid to National Revenue Fund 
Conditions mel - Operating 
Conditions met - Capital 

Conditions still to be mel 

The Provincial Infrastructure Grant was used lo upgrade inlraslructure m previously disadvantaged 
areas. 

21. ID Expanded Public Works Programm e 

Opening balance 
Correction o( Error 
Grants received 
Merest received 

Repaid lo National Revenue Fund 
Conditions met - Operating 
Conditions mel - Capital 

Conditions sltll lo be met 

The grant was used for job creation 


2016 

R 

2015 

R 

3 7&2 see 

(3 792 600} 

- 

- 


37 872 

1 035 000 

747 000 

(1 005 000} 

(704 072) 

- 

* 

6 750 

6 750 

6 750 

6 750 

70 366 

65 600 

- 

1 000 000 

- 

(65 000} 

- 

(255 680} 

- 

(666 552} 

70 366 

70 366 
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il.ll Namakwa District Munic ipality 

Opening balance 
Cornelian of Error 
Grants received 
Interest received 

Repaid lo Naironai Revenue Funij 
Condiltons me! - Operating 
Conditions met - Capilal 
Wnte-o(f 

Cendilicns sWI to be mel 


The grant was used for various projects, 

21.12 LG SETA 

Opening balance 
Correction oi Eire: 

Grants received 
Inleresl received 

Repaid 1.0 National Revenue Fund 
Conditions met - Operating 
Conditions met ■ Capita! 

Conditions still lo be me! 


The gram was used to provide (raining !o employees. 
£1.13 Vedanta Stack Mountain 


Opening balance 
Correction of Error 
Grants received 
Interest received 

Repaid to Naihgual Revenue Fund 
Conditions mel - Operating 
Condilcons mel - Capital 
Write-off 

Condi I; mis still to bt> mol 


Trio grant was used lor various pr-ofeds. 

21.14 Total G rants 

Opening balance 
Correction ol Error 
Grants received 
Inleresl received 

Repaid !o National Revenue Fund 
Conditions met - Operating 
Conditions met - Camtal 
Wrile-ofl 

Conditions si: II in be rneb(Grant expenditure to bp recovered) 
Dtectosedasfcflawft 

Unspent Conditional Government Grants and Receipts 
Unpaid Conditional Government Grants and Reoerpls 

Total 


zoie 

2015 

R 

R 

94 234 

94 234 

(94 234) 


* 

EM. 234 


68 357 

43 121 

27 299 

25 236 

(32 90S) 

“ 

* 

- 


62 657 68 357 


20 664 

20 654 

(20 664 ) 

- 

- 

20 604 


4 006 036 

24 326 293 

9 125 269 
194 366 
3949G 123 

(16 946 478) 

(6 904 193) 
(114 898) 

(540 000) 
(1 9 696 494) 
<15 57 1 249) 

4 170 767 

A 606 036 

4 170 767 

4 006 036 

4 170 767 

4 008 038 
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2016 

2015 


R 

R 

SERVICE CHARGES 



Electricity 

7 134 273 

0 237 040 

Service Charges 

7 503 596 

6 66$ 122 

Less: 1 ncame Feraone 

(469 323} 

(430 474) 

Water 

7 100 220 

5 910 445 

Service Charges 

10 341 044 

6 733 754 

Loss: Income Forgone 

(3 241 615) 

(2 323 303) 

Refuse Removal 

004 165 

7?9 592 

Service Charges 

2 670 370 

2 552 571 

Less: Income Forgone 

(2 006 205) 

(1 762 970) 

Sewerage and Sanitation Charges 

t 053 564 

939 694 

Service Charges 

2 052 623 

2 662 079 

Less: Income Forgone 

(1 924 059) 

(1 723 336} 

Total Service Charges 

16 157 230 

13 869 370 

Rebates can be defined x ss any income Ilia 1 ihe Municipality is entitled by law !o levy, bul which has 



subsequently been forgone by way of rebate or remission. 



INTEREST EARNED - EXTERNAL INVESTMENTS 



Bank 

312 340 

132 655 

Total into res! Earned ■ External Investments 

312 S40 

102 655 

INTEREST EARNED ■ OUTSTANDING RECEIVABLES 



Trade Receivables 

1 451 B5S 

766 699 

Giber Receivables 

142 400 

91 269 

Total Interest Earned - Outstanding Receivables 

1 594 133 

957 960 

OTHER INCOME 



Sundry Income 

42 627 

104 045 

Building Plan Fees 

9 599 

22 165 

Commissions 

14 733 

12 782 

Connection Fees 

7 420 

2 529 

Discounl Received from Auditor-General 

443 203 

667 332 

Graves and Cemeteries 

025 


Photocopies 

739 

4 G6D 

Swimming Pool 

_ 

2212 

Tanker Services 

03 473 

31061 

Insurance Claims 

S3 272 

* 

Total Other Income 

835 952 

069 400 

DiscEosed as follows 



Revenue (ram Exchange Transactions 

192 744 

181 074 

Revenue from Non Exchange Transactions 

443 200 

687 332 

Total Other Income 

036 052 

869 406 
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2016 

2015 

EMPLOYEE RELATED COSTS 

R 

R 

Bask: Salaries and Wages 

Metrical Aid Conlribuluons 

Pension and UIF CorclribulKins 

Motet Vehicle Allowance 

Ollier benefils and allowances 

Housing Allowances 

Overtime 

Bonuses 

Provision tat leave 

CtMilribulion lo provision - Long Service Award's ■ Note 5 

Gonlnbulion lo provision - Posl Retirement Medrcal - Note 5 

seoa 641 

220 464 

T 090 462 

536 400 
tO 093 
601 000 
544 160 
401 351 
CO 763 
341 303 

6 473 266 
200 214 

1 050 430 

370 616 
14 695 
574 359 
541 015 
172 476 
55 A£3 
24 1 349 

Loss: Employee Costs allocaied elsewhere 

12 613 646 

11 771 726 

Total Employee Related Costs 

12 613 C46 

11 771 726 

KEY MANAGEMENT PERSONNEL 



Key managemeni personnel are all appoirtled on 5-year fixed contracts There are no post' 
employment or temninalitm benefits payable (o ihem at ihe end of the contact periods. 



REMUNERATION QF KEY MANAGEMENT PERSONNEL 



ffenuj/JcratrGn of the Municipal Manager ~Q,J, Isaacs 

Salary 

Contribuljons Id UIF. Medical and Pension Funds 

Allowances 

Performance Bonus 

In kind Benefits 

603 322 

1 765 

12 000 

457 944 

7 600 

Total 

307 6D7 

464 944 

Remuneration of the Municipal Manager - Mr EJ Vries (Format Acting} 

Salary 

Cotilrjbulions to UIF, Medical end Pension Funds 

Allowances 

Performance Sonus 

In-kind Benefits 

- 

255 214 
75 162 
117 395 
21 263 

Tolal 


469 039 

Remuneration of the Municipal Manager ■ Mr KK Khumufa (Acting) 

Salary 

Contributions to UlF, Medical and Pension Funds 

Allowances 

Performance Sonus 

In-kmd Benefils 

* 

40 009 

550 

Total 

- 

40 550 

Remuricraffort of (he Chief Finance Officer - Mr PJ van dcr Merwe 

Salary 

Contributions lo UIF, Medical and Pension Funds 

Allowances 

Performance Bonus 

310291 
103 421 
123 514 

25 099 

291 532 
97214 
127 074 
24 290 

Total 

566 226 

540 96S 
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2518 

2015 

27, 

REMUNERATION OF COUNCILLORS 



R 

R 


Aj Josop 

PA van Harden 

HJ Raman 

SM Magerman 

S April 

ST Easson 

LH van Rooi 

Correction of Error ■ Note 35.5 



736 633 

234 607 

234 507 

234 807 

234 807 

234 007 

136 971 

593 796 
163 238 
1SS 238 
10S 238 
10$ 230 
186 238 
103 230 
340 1 51 


Tula] Councillors' Remuneration 



2 541 635 

2 063 376 


Remuneration paid to Councillors can he summarised as fpllgw 






Salary 

Travel 

Allowance 

Other 

Allowances 

Cunt rltntl ions 

Total 


Mayor 532 324 

Councillors 595 570 

177 44 1 
290 523 

26 866 
116 513 


735 633 

1 311 060 


Total Councillors' Remuneration i a 28 193 

476 564 

137 301 

* 

2 041 639 


In-kind Benefits 






l he Mayor is 3 full-lime Councillor She is provided wild an office and secretarial support at Ihe 
cost of line Municipally. The Mayor may utilise official Council (ra ns portal km when engaged in 
official duties. 



26. 

DE0T IMPAIRMENT 



2016 

R 

2515 

R 


Receivables from exchange transactions- Note 1$ 

Receivables from non- exchange (nensachons - Rales - Nolo 17 



3 233 164 

427 051 

7 046 417 

1 155 761 





8713 150 

8 202 179 


Less: VAT Portion on Debt Impairment 



(1 617 592) 

(065 350) 


Total Deb! Imp airmen! 



7 695 564 

7 $39 323 

29. 

DEPRECIATION AND AMORTISATION 






Property, pl&m and equipment 

Intangible assets 

Investment property carried al coat 

Correction □[ Error * Note 35.5 



2 034 996 

73 483 

5 692 

2 5X7 105 
71 896 

5 692 
(70 495) 


Total Depreciation and Amortisation 



3 014 179 

2 524 206 

30- 

Finance costs 






Long-term Liabilities 

Non-ctinenl Provisions 

Non-current Employee Benefits 

Cnedilors 

Overdraft Facilities 



614 515 

289 553 

437 60S 

11 905 

562 450 
200 548 
444 544 

669 


Total Finance Costs 



1 353 561 

1 268 212 

31, 

SULK PURCHASES 






Electricity 

Water 



7 943 123 

3 084 091 

6 341 622 

2 657 301 


Total Bulk Purchases 



10 133 215 

8 698 924 
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32. 


33. 


34. 


35. 


35.1 


GENERAL EXPENSES 

Advertisements 
Audit Fees 
BanL Charges 
Cleansing 

Commission - sale of electricity 

Electricity 

Fuel Vehicles 

Insurance 

Materials 

Membership F fles 

Operating Gram Expenditure 
Other 

Other Receivables written-off 
Poslagg and Telephone 
Printing and Slalionary 
Repairs and Maintenance 
Special Programmes 
Travel Expenses 
Uniforms and Proteclive Cfttaing 
Correction of Error - Wole 35 5 

Total General Expenses 


GAINf(LOSS) ON SALE OF ASSETS 

Property, plant and equipment 
Inlangible assets 
Investment property 

Total Cain, 1 (Loss | on Sale of Assets 


(IMPAIRMENT LOSSJf REVERSAL OF IMPAIRMENT LOSS 

Property, Planl and Equipment 
Intangible Assets 
Invesjmeri Properly 
Inventory 

Total (Impairment Loss)/ Reversal of Impairmeni Loss 
CORRECTION OF ERROR IN TERMS OF GRAP 3 

Tne following adjustments were made (o amounts prevtously reported in the annual financial 
statements of the Municipality arising from the implementation of GRAP: 

Payables from Exchange Transactions 
Balance previously reported 

Sundry Creditor recognised incorrectly In 2014/2015 - Note 8 

Relenlipn on Land and Buildings recognised incorreclly in periods before 1 July 2014 - Note S 
Restated Balance 

Sundry Creditor and Relerilion recognised incorrectly m prior years 


20 1 G 

2015 

R 

R 


50 447 

37 492 

1 951 052 

1 221 662 

175 032 

113 663 

32 364 

31 388 

3SS 059 

214 637 

73 1 330 

651 748 

57a saz 

740 680 

326 383 

425 276 

140715 

234 293 

529 505 

512 707 

3 511 064 

2 089 847 

506 638 

311 954 

1 007 236 

- 

329 654 

314 566 

136 312 

141 075 

928 738 

943 161 

112 436 

73 476 

1 244 582 

1 388 875 

37 303 

64 498 

- 

It 044 

13 648 917 

9 627 062 


(10 864) 

92 521 

(116 300) 

* 

(129 164) 

92 521 

- 

900 


3 DO 


- 

12 520 833 

* 

401 247 

- 

(292 627) 

* 

12 629 453 
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35.2 


35,3 


35,4 


35.5 


Property, Planl and Equipment 
Balance previously reported 
Cost 

Buildings recognised incorrectly in periods before 1 July 2014 - Note 12 
Land recognised incorrectly in periods before 1 July 2014 - Nole 12 
Qiher Asserts not recognised Jn periods before 1 July 2014 ■ Nole 12 

Accumulated Depreciation 

Sacking Depreciated on Land and EiulMnigs recognised incorrectly in periods before ^ July 
2014- Note 12 

Backlog Depreciation on Building s recognised mcorneclly in 2014/2015 - Note 12 
Resisted Balance 

Land. Buildings and Other Assets lecognteed incorrectly in prior years. 

investing nl Property 

Balance previously reported 

Lend not previously recognised m prior years- Nole 13 

Restated Balance 

Land not previously recognised. 

Accumulated Surpfos/(D*flcll)-1 July 2014 

Retention on Land and (Jwldings recognised Incorrectly in prior years - Note 35. 1 
Buildings recognised incorrectly in prfor years - Mote 35,2 
L&nd recognised Incorrectly in prior years - Noie 35.2 

Backlog Depreciation on Land and Buildings recognised incorrectly in prior years - Nolo 35.2 

Land not previously recognised - Nolo 35.3 

Qlber Assals recognised inctwreclly in prior years - Note 35 2 

Total 


Changes to Statement of Financial Performance 


Movement or operating account as a rosull of GRAP standards not implemented in prior years; 


Revenue 


Balance 
previously 
Nole reported 


Properly foxes 

3 OOO 272 

Governmeni Grants and Subsidies 

15 571 240 

Public Gonlribulions and Cfouatens 

19 096 494 

Fines 

2 300 

Service Charges 

13 966 379 

Rental of Fadlites and Equipment 

175014 

Interest Earned - okfomar nvestmonts 

162 655 

Interest Earned - oulslanding receivables 

057 0GP 

Licences and Permils 

22 491 

income for Agency Services 

163 672 

Other Income 

151 074 

Total 

56 059 521 


2019 

R 

2015 

R 

109 255 463 

{192 547) 

- 

{292 627) 
100 000 

- 

60 

- 

00 250 

- 

9 754 

- 

70 495 

. 

109 143 165 


- 

1 494 669 

- 

30 000 

* 

1 524 996 


- 

292 627 

- 

(292 627) 

- 

100 000 


9 754 

- 

30 000 

* 

60 

- 

139 834 


Restated 


Adjustments 

Balance 


3 000 272 

- 

T5571 249 

- 

19 696 494 

- 

2 900 

- 

13 066 379 

- 

175 014 

- 

162 055 

- 

957 969 

- 

22 461 

- 

163 672 

’ 

181 074 

- 

55 059 621 
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37. 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 


Balance 




previously 


Restated 

Expenditure 

Note 

reported 

Adjustments 

Beta rise 


Employee related wsls 

Remuneration of Councillors 

Debt Impairment 

Depreciation and Amortisation 

Finance Cqsls 

Bulk Purchases 

Contacted Services 

Grams and Subsidies Paid 

General Expenses 

35.1 

36.2 

35.1 

36.1 

fit 771 726} 
(1723 225} 
(7 336 329) 
(2 594 695) 
{1 255 212) 
(3 996 924) 
(226 223) 
{359 400) 
(9 516 019) 

Taial 


{43 795 254} 

Gains and Losses 



GairtsyfLo&s) on Sale of Assets 
(Jmparrmenl Ipssj/Reversal of Impairment toss 


92 521 
(900} 

Total 


91 621 

Not 5urptus7(Defjtit) for uie year 


11 355 963 


RECONCILIATION BETWEEN NET SURPLUS/{DEf JCIT] FOR THE YEAR AND CASH 
GENERATED^ ABSORBED) BY OPERATIONS 

Sufpius/(De-ficii) for (be year 
Adjustments for: 

Depreciation and amorlisaltgn 

LossTfGain) cm disposal of property, planl and equipment 
Impairment Lossj^Raversel of Impairment Loss) 

Gcvemmenl Grants and Subsidies received 

Govemmenl Grants and Subsidies recognised as revenue 

Conlribulioii bo provisions - Non-Current Provisions 

Canlribulion fromflo previsions - Cut rent Employee Benefits 

Conlribulion framrto provtsiems - Non-Currant Employee Benefits 

Conlribulion fromfli? provisions - Non-Current Employee Benefits - Expenditure incurred 

Conlribulion fromflo provisions ■ Non-Current Employe? flerfflfils - Actuarial Losses 

Contribution from/to provisions - Non-Current Employe? Benefits - Actuarial Gain 

Contribution lo provisions - Debt Impairmenl 

Bad debls wrilton off 

Opoialing SurplusyfOaligit) before changes in working capital 
Changes in working capital 

lncrease/(Decnease) In Trade and Other Payables 
loc/easeyi! Decrease) in Employer} Benetiis 
(incrcasejiDecrease in Taxes 
(increaseVOecroase in Inventory 

i.JncreaspyPecrease in Receivables from exchange transactions 
flncreasoVDecrease in Receivables from ncn-cxebange Iransaclions 

Cash ge n eratodffa bsorbed) by operations 
CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statemenl comprise the fpirowing 

Currenl Accounis - Nole 19 
Cali Investments Deposits- Note 19 
Cash Floats - Note 19 

Total cash and cash equivalents 


2 672 

f 1 1 769 056) 

{340 1 51) 

(2 063 370} 

- 

{7 336 629} 

70 495 

(2 524 200) 

- 

{1 268 212) 

- 

(0 990 924) 

(52 725} 

(276 946) 

- 

(359 400) 

{11 044} 

{9 527 M2) 

(330 752) 

{44 126 006) 


- 

92 521 

- 

(900) 


91 621 

(330 752} 

11 025 236 

2019 

2016 

R 

R 


(4 934 063) 

1 1 025 236 

3014 179 

2 293 701 

129 164 

(92 521) 

- 

900 

24 32B 299 

29 956 123 

(24 050 671) 

(35 267 743) 

269 546 

260 543 

945 51 1 

714 291 

739 704 

741 361 

(153 243} 

(139 544) 

147 B52 

- 

(14 534) 

£652 251) 

7 595 564 

7 336 629 

(119 972) 

- 

S 017 263 

16 181 950 

(2 744 994) 

(5 571 677) 

3 924 621 

3 263 247 

(696 230) 

(637 602) 

{124 193) 

(839 697) 

1 16 346 

(152 647) 

(6 959 597) 

(5 766 826} 

1 003 356 

{T 436 952} 

5 272 269 

10 610 073 


43 909 

224 717 

1 466 534 

565 553 

1O0 

100 

1 53D 543 

790 370 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 

39 JUNE 2015 



2016 

2015 

RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES 

R 

R 

Cash and Cash Equivalents - Note 37 

Less: 

1 530 542 

(4 095 361 > 

790 370 
(3 990 142} 

Unspent Committed Conditional Granls - Note 9 

(4 170 767} 

(4 ODB Q3E) 

Net cash resources available fur internal dislribulion 

Allocated to: 

(1 2 564 81 E) 

(3 306 771) 

Capital Replacement Reserve 

- 

- 

Resources available for working capita) requirements 

(2 594 913) 

(3 208 771! ( 

UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION 



Long-term Liabilities - Note 3 

Used to franco properly, plant and equipment - at cost 

- 

ID 544 
(10 544} 

Cash set aside for the repayment of long-term liabilities 

- 

„ 

Cash invested for repayment Of long-term 1 Li bill tics 

- 

* 


Long-term liabilities have b-Een wLilizect in accordance with the Municipal Finance Management Act. 


39. BUDGET INFORMATION 

39.1 Explanation of variances between approved and final budget amounts 


The reasons for the variances between the approved and fmal budgets are mainly due 1 q virements 
and the negative effect of the abnormal high electricity and solid waste tariff increases on consumer 
ttebtors, the decrease In Hie capital expenditure, and the reprioflltsJng □! capital projects, wtih the 
corresponding chgnges to tundmg sources. 

Explanation of variances greater than $%: Final Budget and Actual Amounts 
Statement of Frnanelaf Position 
39-3. 1 C u rru n l Assets 

Cash 

Ce$h transferred to tfivesinrenr accounts and overspending of operating budget 

Call Investment Deposits 

Cash transferred to Mvesdnerp accourvrs 

Consumer Debtors 
increase tn Service Doctors, 

Other Debtors 

Hot VAT ffecervaijjV? or) 30 June 2076. 
inventory 

Decrease in inventory for Housing project 

39.2.3 Non* Cur root Assets 
Investment Properly 

■ mnijfer of Land and Buddings from Property, Pfoni and Equipment fo Jnvesrmerrj Property 

Property, Plant and Equipment 
Document reasons 
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inlanpiMe Assels 
Reclassification a? Assess 

03,2.3 Current Liabilities 

Consumer Deposits 

irttreas# in consumers 

Trade and Glt>er Payables 

/rt grease due So Cash flow problems !q pa/ suppliers 

Provisions 

Increase in leave provision 
39.2-4 Non-Current Liabilities 
Borrowing 

Redemption of Finance Tease 
Provisions 

increase \n provision tor ncw-neNremen/ benefits 
3$.?, 5 Not Assets 

Accumulated SurpEus^DeFicii) 

No! effect of si! deviations 

Slalcmont of Financial Performance 
33.2.6 Revenue 

Rental 1 of Facilliies anti Equipment 
Additional sens received 

interest Earned External Investments 
increase \n short-term investments 

Interest Earned - Oulslanding Debtors 
increase jo Consumer DePlots. 

Fines 

Actual fines received from Provincial Traffic less than budgeted tor. 

Licences and Permits 

Licences /ssufiO less then budgeted tor 

Fines 

Actual fine s received from Provincial Traffic te$$ then budgeted for. 

Agency Services 

Vehicle Rcgtsf ration more than budgeted for. 

Ironstone Recognised - Operational 
Government Greets not spent On year-end. 

Other Revenue 

Decrease in VAT on grant expenditure recognised as own revenue duo to Unspent Grants on year- 
end. 
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39.2.7 Expenditure 

Employee Related Costs 

'A’canf posls of senior managerne/tl not fisted 

Debt Impairment 

Increase in non-payment by consumers 

Depreciation and Asset impaii merit 
Rdvreivo-/ remaining uSGfirJ Jives pt ass els 

Finance Charges 

lacrosse Of interest cost of post-retirement benofrls 
Other Materials 

implementation of replacement strategy of older vehicles 
Other Expenditure 

Opera/mg Gram Expenditure Jess than budgeted for due Id non-spending of Government Grants 
Loss or> Disposal of FFE 
Assers wntton-off. 

Cash Flow Statement 

35.2. 8 Ncl Cash from Op dm ting Activities 

Taxation 

Decrease in non-payment by rotes consumers 
Service Charges 

Increase in non-payment by service consumers 

Government - Operating 

Onspen! Goverrrmenfr Grants on year -end 

G*vernmeni ■ Capital 

Dnspenl Government Grants on year-end. 

Interest 

increase in. interest on Investment 

39.2.9 Net Cash from Invesling Activities 

Capital Assels 

Unspent Government Grants on year-end. 

39.2.10 Nei Cash from Financing Activities 

IncreaselfDoeraase) in Consumer Deposits 
Increase in consumers 

Repayment el Borrowing 
Repayment of finance teases 
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KHAI-MA MUNICIPALITY 


40. 


MOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30' JUNE 2016 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED 


2016 

R 


2015 

R 


40.1 Uria mhorigc-cf expenditure 


Recorocilialadu pF unauthorised expenditure 
Opening balance 

UnaulFiorised expenditure cunenl year - opeEalional 
Unauthorised expenditure current year . capital 

Unauthorised expendituie current year - granls used for operating purposes 
Approved by Council on 25 July 201 & 

Unauthorised expenditure awaiting authorisation 
Unauthorised expenditure can be summarised as follow: 


31489 956 
1 43$ 305 1 734 577 

22 3$5 
2133 373 

- (33 284 533) 

3 644 065 


40.2 


Incident 


Disciplinary slcpstcnmlnal proceedings 

Over axpantiftvre of approved budget 


. j 1 C — — t J 

7' tone 

Gr ‘ants utiUsed for Ope raring Purposes 


None 


3 644 060 



2616 

2016 

2010 

2016 


Actual 

Final Budget 

Variance 

Unauthorised 

Unauthorised expenditure current veat - oueraiina 

R 

R 

Ft 

ft 

Municipal Manager 

6 675 165 

5 236 S60 

1 433 305 

l 43$ 305 

Finance 

4 747 204 

S 226 $20 

(1 479 536) 


Corporate Services, 

7 723 iau 

3 100 420 

(377 231) 


Economic Development 

1 306 430 

1 404 000 

(104 550) 


Infrastmctuje Development 

30 $48 $64 

37 900 054 

(7 052 090) 

- 


51 294 932 

5$ 870 034 

(7 575 102) 

1 430 305 


Unauthoris ed expenditure currant year ■ capital 


Municipal Manager 

73 681 

160 M0 

(86 310) 


Finance 

m 




Corporate Services 

22 385 


22 365 

22 305 

Economic Developmenl 

. 




Inlrsslructuro Developmenl 

5 691 171 

7 546 360 

[i 655 ISO) 

- 


5 707 238 

7 706 360 

[1 919122) 

22 305 


Frtillless and wasteful exnarnliture 


Reconciliation of rruiUess and wasteful expenditure: 

Opening balance 

Fruitless and wasteful expenditure current year 
Wrillen oil by Council an 25 July £016 
Transfer to receivables for recovery ■ nol condoned 

Fruitless and wasteful expendiluje awaiting condorsainenf 
40.3 tr reflular -expenditure 


1 278 683 
625 453 148 Z72 

(1426 055) 


625 453 


Reconciliation of irregular expenditure 
Opening balance 
Irregular expenditure current year 
Expenditure authorised i.t.o. Section 32 of MFMA 
Condonemenl supported by council on 25 July 2016 
Transfer to receivables for recovery - not condoned 

Irregular expendilure sailing further 3C 1itj n 
Irregular expenditure awaiting conffoncmenl from Nelionsl Treasury 


" 

1 1 072 4&7 

- 

(11 072 467) 

- 

- 

1 1 072 467 

11 072 467 
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KHAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YE AR ENDED 30 JUNE 2016 


41 , 


41,1 


41,2 


41,3 


Irregular expenditure awaihng for condenemem can Be summarised as follows. 


■Incident t 


Disciplinary stepstofirriinal proceccISnos 

Payment made to employee, wit ft on! renewal 
of Contract - 20 1 1 


None 

Appointment of supplier by former Accounting 

Officer without fottowing Supply Cdato 
Management procedures - 2011 


None 

Appointment of Municipal Manager in terms of 
Section 54 A (1) Subsection 4 v/a$ Null And 
Void (Ref to tetter from COGHSTA fated 13 
February 2013} Att expenditure from date of 
appointment was classified as irregular - 2013 


None 

1 ( 011 -compliance with Section 44 oftbe Supply 

Cham regulations Dealings with a person in 
the service of the stele - 2012 


None 

Deviations from rde Supply Cdarn regdCattoni - 
3 Quotations not obtained - 20 12 


None 

Deviations from the Supply Chain regulations - 

No declaration of interest - 2012 


None 

Deviations from me Supply Cham regulations - 

No declaration of interest - 2013 


None 

Deviations from the Supply Chain regulations - 
No original Fax Clearance Certificate -2012 


None 

Finance Lease agreements entered into fora 
period longer than 3 years - 2013 Payments 


None 


Recoverability of all irregular expenditure will be evaluated by Council fcn terms of section n Of 
MFMA. Wo steps have been taken at Ibis stage to recover any monies. 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

Contrib utions lo Organ is ed local dove rn rr e rU » [MFtUlA 125 Mtfbl] - tSALGA C ONTRIBUTIONS! 

Opening balance 
Council subscriptions 
Amounl paid ■ curnenl year 
Amount paed - previous years 

Balance unpaid lime hided in creditors) 

Audit fee s - tMFMA 12511 ^} 

Opening balance 
Current year audit lee 

External Audit - Auditor-General 

Amount paid - current year 
Amount paid - previous year 

Balance unpaid [included in creditors) 


VAT TMFMA 12S flHcll 

Opening balance 

Amounts received - current year 

Amount paid - cement year 

Closing balance 


20TG 

2315 

R 

R 


231 706 

231 7Q6 

&D9 31 1 

5 DOS 31 1 


1 612 959 

1 612 059 

66 519 

66 519 

171 913 

171 919 

3 202 590 

3 202 590 

53 340 

53 340 

9a 131 

96131 

25 992 

25 992 

1 1 072 467 

1 1 072 467 


2016 

2015 

R 

R 


509 009 

509 090 
(500 000) 

590 000 

- 

2 690 649 

2 t 06 697 

1 339 662 

702 1 53 

1 339 662 

702 153 

- 

- 


4 733 532 2 690 819 


793 700 

426 145 

[1 563 216) 

(4 559 072) 

1 113 520 

4 926 707 

344 033 

793 730 


VAT is payable on the reoei pt basis. Only once payment is received from the debtors is VAT paid 
over lo $AR 3 , AJI VAT returns have been submitted by ibe due date throughout the year 
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KHAI-MA MUNICIPALITY 

NOTES ON THE FINANCIAL, STATEMENTS FOR THE YEAR ENDED 30 JUNE 2D IS 


*1 4 FAYE and JIF - TMFMA 12 &m(cll 

Opening ou lance 

Currenl year payroll deductions 

Amount paid - currenl year 

Balance unpaid Oncluded in creditors] 

41. S Pe nsion anti Medical Aid Ded u cllc-ns - rMFMA__125 {lilcll 
Opening! balance 

Cutfertl veer payroll deductions and Council ConftrlUuUons 
Amount paid - current year 
Amounl paid - previous year 

BaFance unpaid [included Iri creditors! 

4 1 rS Cou ncFMor's a rrear consumer accounts - FMFMA 124 [1 | (b!l 


2016 

2015 

R 

R 


120 774 

129 617 

2 052 990 

1 514 640 

(2 019 930! 

(1 515 663) 

1B0 833 

128 774 


151293 

153 039 

1 934 021 

1 949 231 

(1 920 042) 

(1 951 027! 

164 372 

=- = 

151 293 


r he Following Councillors Pad arrest accounts for more than So days as a( SO June 2016 


HJ Reman 
PA van Heerden 


Outstanding 
more than 96 
days 

9 479 
10 324 


41.7 


Disclosures in torniB_ of the Municipal Supply Chain Management R eo orations - Promulgated 
by Government Gazette 27636 dated 36 May 20 D 5 

Regulation 36(2) ■ Details of deviations approved by the Accounting Officer in terms of Regulation 
36(1) (3) and (b> 


July 

August 

September 

October 

November 

December 

January 

February 

Ntareti 

April 

May 

June 


Single 

Amount Supplier 

116 279 
10 464 
S 767 

110 095 

117 375 
19 971 
29 920 
74 406 

141 196 
50 036 
106 622 
170 S54 


966 107 


Type of Deviation 

Impossible Impractical 

116 279 
10 464 

6 767 
110095 

117 375 
19971 
29 920 
74 406 

141 190 
50 036 
198 822 
176 654 


966 187 


41 .6 Ma terra I losses 


Electricity distribution losses 

Percentage lost during distribution 
Distribution loss (Rand Value) 


Tfre reason for the tnc/oase in electricity tosses rs due fo etectocriy toe// an pre-pato meters an 
drsfrrpyfj'fWF losses 

Water distribution losses 
Percentage lost during distribution 
Dislri button loss (Rand Valud) 

{'format pipe bursts end /jeJtf leakages ere responsible for water tosses 


12.34% 
961 173 


32,00% 
1 211 165 


Emergency 


5.79% 
409 777 


34.34% 
1 060 056 
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KHAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 

2016 

R 

4 2 . FINANC I AL RISK MA NAGE MENT 

Tfie activities erf ihe municipality expose rf n? a variety of financial naks. including marital risk 
(comprising fair value interest rate risk, cash (low interest rate risk and pnee risk}, credit risk and 
liquidity risk. The municipality's overall risk management programme focuses on the unpredictability 
of financial markets and seeks to minimise potential adverse effects on tihe municipality's financial 
performance. 

fa! Foreign Exchange Currency Risk 

The municipality does not engage in foreign currency transactions. 

fb) Price Risk 

Trie municipality is ncn exposed to price nsk 
|c) Interest Rate Risk 

As the municipality has significant inlerestbnrine liabilities, the entity* income and operating 
cash flows are substantially dependent on changes in market interesi rales. 

1 fie municipality analyses its potential exposure to interest rale changes on a continuous basis 
Drffoiem scenarios are simulated which include refinancing, renewal pf current positions, 
alternative financing and hedging Based on these scenarios, trio entity calculates the impart 
that a change in interest rates will have on Ihe surplusAteficit for trie year. These scenarios are 
only simulated for liabilrftes which constitute the mapority of interest bearing liabilities 


The muii|cipal.ity did not hedge against any inleresl rale risks during irie current year 
The pOfenlaal impact on ihe entity's surplus/£defici1} for irie year due lo 
changes in interest rates were as follow: 

1 % (20 15 1 %} I ncrease in inlerest rales 
1% (201 5: 1%) Decrease in interesi rates 

Id} Credit Risk 

Credit risk is the risk that a counter party lo a financial or rspn-financial asset will fail to 
discharge an obligation and cause Irie Municipality lo incur finance! loss 

Credit risk arises mainly of cash deposit cash equivalent trade and other receivables and 
unpaid conditional grants end subsidies.. 

Trade and other receivables are disclosed net alter provisions are made fur irnpairmeni and 
bad debts Trade reoewaWes comprise o! a targe number of ratepayers, dispersed across 
dirreneni sectors and geographical areas. Ongoing credil evalualians gje performed on the 
financial conrijiion of iricso debtor Credit risk portainingi lo trade arul other receivables is 
considered te be moderate duo irie diversified nature of receivables and immaterial nature of 
individual balances In the case of consumer debtors Ihe municipality effectively has Ihe right to 
terminate services to customers but in practice (his is difficult to apply, in Irie case of debtors 
whose accounts become m arrears, Council endeavours to collect such accounts hy "fe vying of 
penalty charges", "demand for paymenl", "reslriclion of services" and. as a last resort, "handed 
over for Collection", whichever procedure is applicable in terms of Council's Credit Control and 
Etebi Collection Policy. 

All rates and servrees are payable wijhin 30 days from mvoice date Refer to note 1C and 1 7 foi 
all balances outstanding I anger than 30 days These balances represent all deblgrs at year end 
which defaulted on their credil terms. 


No receivables are pledged as security for financial liabilities. 

Due to short term nature of bade and other receivables the carrying value disclosed in note 16 
and IT of (he financial statement is on approximation oi ils fair value, Interest on overdue 
balances are included al primp fending rate plus 1% where applicable. 


2015 

R 


7 797 
(7 797) 
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KHAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 

r lie provision for bad debts could bo allocated between tbe different classes of receivables as 
follow: 



2016 

% 

2015 

2015 

2015 

Non-eschanrm Receivables 

R 

% 

R 

Rates 

Exchange Receivabfes 

763% 

3 021 755 

a.40% 

2 594 703 

Services 

02 37% 

36 550 311 

91.60% 

26 279 251 


IDO. 09% 

39 552 905 

100.00% 

39 873 954 


The -entity only deposits cash with major banks with High quality credit standing Mo cash, and 
cash equivalents were pledged as security for financial liabililies and no restrictions were 
placed on the use of any cash end cash equivalents for ihe period under review. Although (be 
credil risk pertaining to cash and C3&h equivarents are considered to be tow, Ihe maximum 
exposure are disclosed below. 


The entity only enters into nomeunenf investment transactions with major banks with high quality 
credil standing Investments to the value of Ft 400.QOO were held as security for ihe overdraft 
facility at Standard Bank Although Ihe credil risk pertaining to non-current investments are 
considered 1o be low ihe maximum exposure are disclosed below 


The bank utilised by Ihe municipality for current and non-currenl investments are all listed on the 
JSE f Standard Bank). The credit quality of these institutions are evaluated based on iheir 
required SENS releases 3s wen as other media reports Based on all public communteelions, 

■he financial susfeinabliy is evaluated to be of high quality and ihe credit list pertaining lo these 
mslilulions are considered to be low 


The risk pertaining fo unpaid conditional grants and subsidies are considered to be very low. 
Amounts are receivable from national and provincial government and there are no expectation 
of counter party detautt. 

t ong -term Receivables and Other Debtors are Individually evaluated annually at Balance Sheet 
date for impairment or discounting. A report on the various categories of debtors is drafted to 
substantiate such evaluation and subsequent impairment ^discounting, where applicable. 


Financial assets exposed to credit risk at year end arc as ftrUows 

Long-lenm Receivables 

Receivables from exchange transactions 

Receivables Irom non - exchange transactions 

Gasli and Cash Equivalent 

Unpaid Conditional Grants and Subsidies 


2016 

R 


35 005 3 LB 
3 539 622 
1 530 443 


2015 

Ft 


39 015 159 
4 543 m 
790 270 


43 075 413 35 351910 


(e) Liquidity Risk 

Prudent tiqurdity nsk manage men I includes maintaining sufficient cash and the availability of 
fundmg through an adequate amounl of committed credit facilities. Dire to the dynamic nature 
of the underlying business, the treasury maintains flexibility in funding by maintaining availability 
under credit lines. 


The entity's nsk to liquidity is 3 result of Ihe funds available to cover future commitments The 
enkly manages liquidity risk through an ongoing review of fulure commitments and tr-edil 
facilities. 


The table below anatyses the entity's financial liabilities mto mlevani maturity groupings based 
an the remaining period al tho financial year end to Ihe contractual maturity date The amounts 
drsclosed in the table are ihe coiilraclual uncfiscounted cash Hows. Balances due wilhin 12 
mpnlhs equal their carrying balances as (he impact of rfiscounlmg is not significant. 
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KHAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 


201 6 

Less than 1 Between 1 

year and 5 years 

Between 5 
and to years 

More than 10 
years 

Long-term UabHilies 

Provision for RehabilHation of Landfill -sites 

Trade and Olher Payables 

6 134 326 1052 821 

16 554 274 

1 71 1 023 

4 660 149 


21 688 600 i 062 321 

1 711 023 

4 660 149 

201 5 

Less than 1 Between 1 

year and 5 years 

Between 5 
and Id years 

More then 10 
years 

Long-term L m h: lilies 

Provision for Rehabilitation of Landrilt-sites 

Trade and Olher Payables 

10 636 

4 801736 999 202 

12 620 463 

1 623 968 

5 073 132 


17 502 021 999 202 

1 623 966 

5 673132 



2016 

2015 

FINANCIAL INSTRUMENTS 


R 

R 

In accordance wi1h GRAP1Q4.45 tho financial liebjlilms 
as folrows: 

and assets of the municipality are classified 



Financial Assets 

Classification 



Receivables from Exchange Transactions 

Electricity 

Walej 

Refuse 

Sewerage 

Other Arrears 

Finance Instruments at amortised cost 
Financial Instruments at amortised cosl 

Fina ncial Inslmmenls ot amortised cost 
Financial Insliurnehls at amortised cost 
Financial instruments at amortised cost 

1 326 495 

29 161 381 

3 359 933 
3616313 
211 164 

1 349 641 

21 937 894 

2 770 360 

2 991 126 

490 869 

Cash and Cash Equivalents 

Hank Balances 

Call Daposils 

Financial Inslrumenls at amortised cost 
Financial Instruments at amortised cost 

43909 
I486 534 

224 717 
565 653 

Total fin anc iat Assets 


33 205 729 

36 330 162 

SUMMARY OF FINANCIAL ASSETS 




Financial Instruments al amortised cost: 




Receivables from Exchange Transactions 

Receivables from Exchange Transactions 

Receivables from Exchange Transactions 

Receivables from Exchange Transactions 

Receivables from Exchange Transactions 

Cash and Cash Equivalents 

Cash and Cash Equivalents 

Electricity 

Water 

Refuse 

Sewerage 

Other Arrears 

Bank Balances 

Call Deposits 

1 326 495 

29 161 38 f 

3 359 933 

3 616 313 

211 164 

43 909 

1 486 534 

1 349 641 

21 937 894 

2 770 360 

2 99T 120 

490 869 
224 717 
565 553 

Total Financial Assets 


30 205 729 

30 330 162 

Financial Liabilities 

Classification 



Long-temvU abilities 

Capitalised Lease Liability 

Financial Inslrumenls at amortised cost 


10 544 

Trade and Other Payables 

Payments received in advance 

Retentions 

Sundry Deposits 

Financial Instruments at amortised cost 
Financial 1 Inslrumenls at amortised cost 
Financial Instruments at amortised cos! 

69 909 

16 484 364 

91 099 
924 857 

11 504 877 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR EH DEO 30 JUNE 2D1G 


Unspunt Conditional Grants and Receipts 
Unspent Condilmnal Grants and Receipls 

C oris u mtr Oe pos-l t& 

Consumer Depute 
Total Financial Liabilities 

SUMMARY' OF FINANCIAL LIABILITIES 

Financial Instruments at amortised cost: 

Long-term Liabilities 

Trade arid Qiher Payahfes 

Trade and Other Payables 

Trade and Other Payables 

Consumer Deposits 

Unspent Gondiligngl Grants end Receipts 
Total Financial Liabilities 

* 8 ■ ST ATUT 0 RY REC ElVAB LES 



2016 

R 

2015 

R 

Financial Instruments at amortised cost 

4 170 737 

4 OK 033 

Financial Instruments at amortised cosl 

95 542 

65 585 


20 320 583 

16 626 000 

Capifalised Lease Liability 

Paymenis received in advance 

Retenlfans 

Sundry Deposits 

Consumer Oeposils 

Unspent Conditional Grants and Receipt 

69 900 

16 4B4 304 

95 542 

4 170 707 

TO 544 
91 099 
9Z4 357 

1 1 504 377 
36 566 

4 003 033 


20 320 593 

16 026 000 


In accordance with Lite principles of GRAP 103. Stalutony Receivables of the munBcIpallly are 
classified as follows 

Taxes 

VAT Receivable 

Receivables from Non- Exchange Transactions 

Rates 

Fines 

Total Statutory Recefvabtcs 
49. EVENTS AFTER THE REPORTING DATE 


344 033 

793 314 

3 179 041 

2 004 135 

3 179 641 

2 634 135 


3 523 724 

3 477 449 


The Municipality is not swart? ol any events alter ihe reporting date. 

53. I N KIN D 0 ON ATIO N S ANO ASSI ST ANC E 

The municipality did noi receive any in-kind donations or assistance during the year under review 
61 . P RIVATE PU BLIC PARTNER5H I PS 


52. 


Council has noi entered into any private public partnerships during the financial year. 

CONTINGENT LIABILITY 

Council Have Ihe following contingent liabilities al tho end of Ihe financial year 2315/16, 


The municipality does not have a permit pr license for any of (he landfill sites currently in use and 
coufd be liable tor a penally in terms of section 24 G of the Environmental Conservation Act 


? here rs n claim against Khai-Ma Municipality by Ihree individuate for ihe lota I amount of R240 poo 
plus legal costs. The defendants are claiming fiao ooo respectively tor damages suiiered duo to 
their wrongful arrcsl and maliemis prosecution against the two Defendanlsjoinlty and severally The 
Municipality's legal council is of Ihe opinion lh 3 t ihe monrcipality will successfully defend the case 
The defendants intenlionely dragging uie case during ihe past financrai year The case is stale for 
more than 3 years 


The Municipality has the fallowing claims against I hem in terms of ihe Fencing Act. 


AMJ Roux 
AL Roux 


135 000 135 000 

Gfl COO 36 000 


201 000 201 000 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016 

S3, RELATED PARTIES 

Key ManagEmenl and Councillors receive and pay for services on ihe same terms and condiltfn& 
as olher ratepayer/ residents. 

53-1 Rotated Party TrartsatHens 


Year a ti ded 30 June 2<JlG 

Councillors 

S hAagerman 

AJ Josop 

LH van Rod 

S Basiidi 
$ April 

PA van Heerden 

HJ Raman 

Travelling 

214 351 

14 353 

52 031 

10C 

Rotes 

404 

2 327 
212 

71 

Service 

Charges 

14 486 

5 761 

6 047 

9 224 

6 344 

7 000 

Other 

Outstanding 

Balance 

5 523 
417 

4 102 
614 
13 305 

1 1 248 


280 365 

3 102 

49 852 

- 

35 293 

Municipal Manager and Seclian 57 Employees 
pj van dor Meiwe 

11 134 

5 993 

0 506 


1 731 

OJ Isaacs 

151 275 

- 


- 



152 412 

5 903 

9 590 

- 

1 231 

Year ended 3Q June 2615 

Travelling 

Rates 

Service 

Charges 

Other 

Outstanding 

Balance 




Councillors 

S Magerman 

750 

462 

4 456 


370 

AJ Josop 

150 135 

- 

4 153 


486 

LH van Rooi 

40 143 

. 

6 291 

_ 

550 

S Basson 

3 788 

2 178 

5710 


1 217 

S Aprii 

11 936 

193 

0 507 


606 

PA van Heerden 

16 285 


5 576 


0 051 

HJ Raman 

2 350 

06 

5 893 

- 

8 580 


230 432 

2 904 

40 300 

- 

19 835 

Munscipal Manager and Section 57 Employees 

PJ van der Mauve 

14 291 

5 610 

8 424 


t 122 

KK Khumalo 

35 257 

* 




EJ Vnos 

36 506 

5 346 

7 523 


653 

OJ Isaacs 

122 623 

- 

- 




210 679 

10 356 

16 047 


2 775 


Tho rates, service charges and other charges are in accordance wl|h approved lariffe that were 
advertised to Hie public. No bad debt expenses have been recognised in respect of amounts owed 
by related! parties. 

63.2 Related Party Loans 

Since 1 July 2004 loans to councillors and senior management employees are not permitted 

53.3 Compensation of hey management personnel 

The compensation gl hey management personnel i$ sel out In nose 26 to the Annuel Financial 
Statements 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED ID JUNE 2016 
5 J . FIN ANCEAL 5U STAINA&I L|TY 

I lifr jiircfTiely h»gli coil associated with Ih-H Detivery of Basic Services and Infrastructure needs to 
communities due lo the yasl distances between several setltemenls coupled w\h the social- 
economic profile (high unemployment role) o( Khai-Ma community resulted in 3 serous risk lor 
KJiabMa Municipald/s going concern 

Unless suslaimtole job creation is achieved, Khai-Ma Municipality will ran be able lo funclion as a 
going concern wilhoul Government Grams and Subsidies. 

in spite of aforemenltonad. managemonl has prepared tie Annual Financial Sialemenls on lhe 
Going Concern Basis. 
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APPENDIX B 
KHAI-MA MUNICIPALITY 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2016 

GENERAL FINANCE STATISTIC CLASSIFICATIONS 
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APPENDIX C 
KHAJ-MA MUNtCIPALITY 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2016 

MUNICIPAL VOTES CLASSIFICATIONS 


2015 

Actual 

Income 

R 

201 S 
Actual 
Expenditure 
H 

2015 

Surplus/ 

(Deficit} 

R 



92 521 

(1 217 663) 

{1 125141) 

Municipal Manager 

Municipal Manager 


162 373 

{3 304 250) 

{3 141 876} 

Council and General 


2 666 757 

£4 328 850} 

(1 662 093) 

Finance 

Chief Financial Officer 


3091 541 

£1 155 761} 

1 935 779 

Assessment Rales 


* 

- 

- 

1 Internal Auditor 


13 821 090 

£359 400) 

13 461 600 

Other Subsidies 


175 305 

(?. 691 ) 

172 614 

Prppery Services 


190 017 

(19914) 

170 103 

Vehicle Licencing and Testing 



(200 608} 

(200 603} 

Corporate Services 

Cemetery 


876 726 

£5 136 515} 

(4 259 709) 

Corporals Services 


- 

{12 895} 

(12 895) 

Disaster Management 


- 

- 

- 

Health 


7S4 872 

(993 112) 

(208 240) 

Library 


220 

(598 450) 

(593 230) 

Municipal and Public Buildings 


3 196 788 

(392 588) 

2 804 200 

Public Works 



- 

* 

Traffic 


10 460 317 

(1 0 529 499} 

{79 182) 

Infrastructure Development 
Electricity 


721 099 

(504 200} 

218 900 

Parks and Recroattyn 


041 104 

(2 S44 858) 

(2 003 754) 

Refuse 


3 21 3 059 

(2 774 615) 

438445 

Sewerage 


11 13D954 

£882 166) 

1 0 240 787 

Reads 


- 

(43 846) 

(48 846) 

Television 


7 041 461 

(11 059 618) 

{4 028 T57} 

Water 


. 



Economic Development 

Housing 


*■ 

(848 293) 

(84S 293) 

IDP7LED 



(206 OS9) 

(206 089) 

Tourism 


58 456 115 

(47 430 S79) 

11 025 236 

Sup Total 


■ 

- 

- 

Less Inter-Deoarlmental Chaiges 


58 456115 

(47 430 679} 

1 1 025 236 1 

Total 


1 


1 




2016 

Actual 

Income 

R 


2016 

Actual 

Expenditure 

R 


2016 

Surplus/ 

{Deficit} 

R 


{10 864) 
1 427 375 


2 374 404 

3 346 238 

13414 000 
150 619 
254 923 


8 065 
390 683 


1 035 000 
726 
939 


8 713121 

974 797 
1 244 604 
4 504 690 

8 531 494 


46 360 844 


46 360 844 


[1 520 819) 
(5 1 54 346) 


{3 889 843) 
(435 825) 

{391 569} 
(1 336} 
{28 710} 


(175 991) 
{5 835 056) 
(8 646) 

{987 1 69} 
(512 963} 
(203 363} 


(11 095 995) 
(456 178) 
(2 606 690} 
{2 841 422} 
(1 098181} 
{48 1 75} 
(12 702 222) 


(907 074) 
(393 356) 


(51 294 932} 


(1 531 683} 
(3 726 971) 


(1 515 439) 
2 910413 

13 022 431 
149 283 
226 213 


(167 905) 
£5 444 373) 
(8 646) 

47 831 
(512 237} 
(202 425) 


(2 m 874) 
£456 178) 
(1 631 893) 
{1 596 818) 
3 406 51 8 
(45 175} 
(4 170 728) 


£907 074) 
£393 356) 


{ 4 934 OSS) 


(51 294 932) 


(4 934 083) 
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APPENDEX E 

KHAMVfA municipality 

DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, S6 OF 2003 
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